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The Relations of 
Capital and Labour 


CHAPTER I 
INTRODUCTION 


AT a time, like the present, of widespread 
industrial unrest, when the most motley 
assortment of policies and panaceas are being 
offered to the public, it is perhaps presump- 
tuous to attempt to write anything like an 
impartial account of the relations of Labour 
and Capital, or, at all events, to expect that the 
views put forward will commend themselves 
to readers, every one of whom has already 
probably formed his own opinion. No one, 
save perhaps Sir George Askwith himself, is 
really in a position to reproduce for the general 
public the atmosphere of the Arbitration 
Room, or to put his finger just on the point 
where the clash of economic interests really 
arises in practice. Nor can one who has 
never been personally concerned in an indus- 
trial dispute claim to voice the motives and 
aspirations of either of the disputing parties. 
The question under consideration, how- 
ever, is one in which the aphorism that ‘the 
onlooker sees most of the game’ is particularly 
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apposite. The game, moreover, is one in 
which it is becoming increasingly evident 
that the onlooker has to act as umpire, and it 
behoves him to make himself acquainted with 
the rules and conditions under which it is ta 
be played. This book has, in fact, been 
written in the conviction that in the long run 
the last word in industrial questions must 
rest with the general public. 

‘Business,’ said President Wilson in a 
recent speech, ‘is no longer in any sense a 
private matter. ... Society is the senior 
partner in all businesses.’ Unfortunately, for 
a long time past, Society has been content to 
be little more than a sleeping partner, and has 
allowed matters to drift into their present 
unsatisfactory state. But recent events have 
caused a rude awakening to the fact that the 
relations of Capital and Labour have become 
strained to the breaking point, and that 
there are large sections of the community 
harbouring a sense of bitter antagonism to- 
wards the present economic order. 

_ The time has gone by for regarding the 
present unrest as the work of professional 
agitators. It is true that the personal fac- 
tor plays a very large part in the history of 
particular strikes; but the roots of the 
present trouble go far too deep to be explained 
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by the personal influence of a single leader, 
however gifted he may be with the power of 
arousing passion. 

Nor is it correct to regard the revolt of 
labour in all the commercial countries of the 
world as evidence merely of personal jealousy, 
or greed for the wealth that others enjoy. 

There is at the back of the ‘Socialist’ move- 
ment an almost religious enthusiasm that 
would never have been inspired by mere 
acquisitiveness. Sober, unemotional working 
men and women would not be found giving 
up their leisure and money for a cause, from 
which many of them never expect to get a 
penny of benefit, unless it appealed to them 
on moral grounds, 

The extremes of wealth and poverty in 
progressive countries, where a certain mini- 
mum of education is common ito all, are 
setting men in revolt against Society because 
it seems to them that its conditions are 
essentially unjust. It is a hopeless task to try 
to persuade a working man that the income 
of a millionaire represents his worth to the 
community, or that the speculator who makes 
a fortune out of wheat is performing a service 
to the public for which his profits are an 
appropriate reward. 

At a time when orthodox religion has very 
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largely lost its hold on the mass of the work- 
ing classes, the ethical appeal to remedy 
injustice is of tremendous significance, for it 
opens a field for the play of those moral 
emotions, which are so essential a part of 
human nature. Until this aspect of the labour 
movement is realised, we have not begun to 
understand its inner significance, or the grip 
with which it holds the minds and hearts of 
its devotees. Writing of the rapid growth of 
Socialism in America, that very sane observer, 
Mr John Graham Brooks,! records, among 
other experiences, the following remarks of a 
teacher old enough to remember the Civil 
War. ‘I haven’t had a political thrill, except 
of disgust, since those great days of my 
youth. Two bright boys in my Civics class 
began to bring me accounts of what local | 
Socialists were doing. I had read two or 
three Socialist books of the better sort, but 
thought of them as stimulating and harmless 
Utopias. I then set to work on the local 
programmes, I was surprised to find numbers 
of my old pupils and teachers consecrated to 
the movement, though many of them held ) 
positions which kept them silent. It has 
brought to me in my closing years the great 
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emotions of 1860. I had come to believe that 
concentrating wealth had so fastened upon 
our political life as to lead us straight toward 
disaster. We may go there still, but this 
Socialism has restored my hope. It has made 
me believe there are moral and intellectual 
resources in the community, and intellectual 
capacities among the common people, which 
will save us, if we are sane enough to recog- 
nise them and work with them.’ 

I have quoted this passage not as an 
argument or an apology for Socialism, but in 
order to emphasise the fact that the altera- 
tion of existing economic arrangements has 
become a moral aim to many of the more 
thoughtful of the working classes. 

It is not intended to imply that they are all 
inspired with a moving passion for abstract 
justice; and it would be wrong to suppose that 
this is even the chief among the immediate 
causes of the present unrest. 

According to a very suggestive analysis 
made by a working man in a letter to The 
Times of December 30, 1912, the working 
classes may be divided into three groups :— 
(1) a low type at the bottom of the scale— 
best described as ‘a loafer,’ (2) the semi- 
intellectual and highly ambitious worker at 
the other end, and (3) the average worker who 
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comes between the two extremes, and forms 
the vast majority. The first class are not 
important in industrial bargaining, and only 
come into the picture in times of disorder. 
At other times they are passive. They are, 
however, always ready to listen to the doc- 
trine of revolt. The second class are of great 
significance, for they are increasing not only 
in number but in power, which they wield 
with increasing effect through the agency of 
the Labour Press. But what are the aims and 
objects of the third and largest class? 

- The author of Labour and Industry in 1918, 
tells us that ‘they want what most people 
want, and that is a bit more than they have 
got. A little more money, a little more com- 
fort and leisure, a little more amusement, a 
little more freedom, and a little more security. 
When they get a little, they are more inclined 
to be content than most people until they 
grow used to it, and then they begin to want 
a bit more again, just like everybody else. 
When, on the other hand, they are asked to 
give up something and to lower a standard 
once enjoyed, they object intensely, just like 
everybody else, and resist to the utmost. 
Why anybody should be surprised at this, or 
how any rational person can expect anything 
else, passes my comprehension, 
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‘The men of this class are not keen about 
any movement except when the shoe pinches, 
They do not believe in revolution or high- 
flown ideas, and do not care much for Labour 
politics. Theories bore them. They do not 
buy the Labour papers to any extent; but the 
halfpenny local evening ones, with the day’s 
result of football and horse-racing. When the 
shoe pinches hard enough and they can get 
no relief, their idea is to get together and 
refuse to work. This brings them to Trade 
Unionism, and so far as they take part in any 
movement it is this. It seems to them the 
obvious thing to do, and so it is. 

‘The shoe has been pinching hard in ilese 
last years. There was a long spell of bad 
trade in which wages did not rise, while 
earnings fell through slack and _ irregular 
employment, and necessaries were dearer. 
At the same time the specding-up of work, 
forced on employers by world-wide competi- 
tion and the effort to meet bad times, involved 
driving in mill and workshop. The men 
knew well enough that times were bad, and 
they were really very patient. But when trade 
improved they asked for a share in it and for 
relief from the pinching shoe.’ 

There is a very great deal of truth in this 
diagnosis and the doctrine of the “pinching 
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shoe. But, as Mr Ramsay Macdonald has 
well shown,* economic hardship may often be 
the cause of a moral awakening; and instinc- 
tive feelings of right and wrong of incalculable 
potentiality be aroused when the claims of 
equity are baffled. The events of the last 
few years have conspired to drive home the 
appeal of the working class ‘intellectuals’ 
and prepared the ground for social change 
whose end none of us can foretell. 

That the working of our industrial system 
should have brought us to this pass is a 
result for which the general public must bear 
a great part of the blame. In a recent article 
in the Freeman's Journal on the Dublin 
strike, Professor Kettle holds the Dublin 
public responsible for allowing wretched con- 
ditions te continue without any attempt on 
the part of the middle and professional classes 
to create a body of opinion which should 
recognise the facts of the case, and think out 
a policy which would make for the well-being 
of all parts of the community. If, he says, 
the public cannot take broad views, it is hardly 
to be expected that either of the parties im- 
mediately concerned are likely to do so. 

The responsibility of the public is even more 
strongly expressed by Mr Cole, who declares 

1J.R. Macdonald, The Social Unrest. 
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that ‘the worker cannot afford to have too 
many feelings for the community till the com- 
munity develops feelings for him: till then, it 
is even good that the consumer should some- 
times suffer for the injustices he allows to go 
on. The consumer is not the innocent third 
party he is often represented as being; he is 
the exploiter’s accomplice before the fact.’ 1 

Even The Times joins in this general refrain, 
for in a leading article on the Dublin Strike 
it declared that the public by their apathy 
had ‘created Mr Larkin,’ 

But while it is important for the public 
to shoulder its share of responsibility for 
the present state of affairs, it is equally 
important that it should not be carried 
away by a momentary wave of sympathy, 
or allow itself to be rushed into policies 
that will have to be rescinded in the light of 
cooler deliberation. Our difficulties cannot be 
solved on the spur of the moment, but call 
for long and careful study of the economic 
Organisation of society. The object of this 
book, therefore, is to attempt to focus atten- 
tion on the more fundamental considerations 
which affect the relations of Labour and 
Capital, and the way in which the wealth of 
the nation is distributed, with a view, if 

1S. Cole, The World of Labour. 
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possible, to discovering terms on which both 
employers and employees may be reasonably 
asked to give willing service to the community. 
If it be true in the political sphere that a 
government to be stable must rest on the 
consent of the governed, it is no less true that 
our economic arrangements can only last if 
they, too, rest upon consent, and commend 
themselves in their main outline to the mass 
of the community. 

There are to be found to-day pessimists 
who hold with Henry Clay—the champion of 
American slavery—that ‘the true solution of 
the contest of all time between Labour 
and Capital is that Capital should own the 
labourer, whether white or black.’ But this 
suggestion can no longer be entertained as a 
solution of Present difficulties. ‘We have 
left behind us,’ says Professor Ashley, ‘the view 
which made the masses a mere background 
for a life of refinement for the few, as well as 
that other view which thought of the nation’s 
power or wealth as something independent of 
the well-being of the average man,’ ! 

Others again can see no hope of improvement 
except through Collectivism, or through one 
of the fashionable doctrines of the moment, 


eur Bey eor Ashley, Year Book of Social Progress, 
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such as Guild-Socialism or the Federal 
Co-operative Production of the Syndicalists. 
Jt is the custom for the adherents of these 
doctrines to declare that they involve the 
complete disappearance of the wage system. 
In the preamble, for example, to the con- 
stitution of the International Workers of the 
‘World (the American Syndicalist body) there 
occurs the following clause :—‘Instead of the 
conservative motto, ‘‘A fair day’s wage for a 
fair day’s work,” we must inscribe on our 
banner the revolutionary watchword, “ Aboli- 
tion of the wage-system.”’ Again, the editor 
of the New Age, in describing his proposal that 
Trade Unions should form a close monopoly of 
Labour which would enter into partnership 
either with the State or with the employers, 
declares that ‘in either event, the wage-system, 
as far as that union is concerned, would be abol- 
ished. Instead of a wage determined by subsis- 
tence, the members of the union would recelve 
pay determined by the value of their industry,’ 
But the I. W. W. does not say what is to 
be substituted for the wage-system, while the 
editor of the New Age ignores the crux of the 
question by omitting to tell us (1) how the 
‘value of their industry’ is to be determined, 
and (2) how the value received is to be shared 
among the members of the union, N one of the 
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modern theorists, in fact, offers any solution of 
the problem of the relation of wages to work 
done, with the exception of Mr Bernard Shaw 
and a few others, who have boldly taken their 
stand with the ancient ‘Levellers’ in declaring 
that each should have an equal share. Whether 
such a system would be satisfactory even in 
Utopia is a matter which may well be left to 
academic debating clubs; but it is evident that 
in any state of society that our generation is 
ever likely to see, there must be some attempt 
made to correlate remuneration with the 
value of work done. 





It is true that there is an immense amount 
of unpaid work performed nowadays from a 
sense of public duty, from affection, or from 
various altruistic motives; and it is one of the 
most promising signs to find that men and 
women are willing to give up their time and 
energy freely even in this commercial age. But 
we are clearly not within measurable distance 
of being able to legislate on the assumption 
that altruism is the predominant character- 
istic in humanity. Until that time comes, the 
main principle of distribution must be to 
apportion remuneration according to the 
value to society of the services rendered. 

To what extent the present competitive sys- 
tem, tempered, as it is, with monopoly, secures 
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this end, can only be ascertained by an exami- 
nation of the influences that determine wages 
and profits in the present industrial world. 

The first half of this book is therefore 
devoted to an account of the wages system, 
and the various influences that affect and 
determine the earnings of various classes in 
the community. This leads up to a chapter 
on Fair Wages, where an attempt is made to 
formulate a conception of the requirements 
of Equity in Distribution. Subsequent chap- 
ters are concerned with the machinery of 
wage determination and the intervention of 
the State, while in a concluding chapter some 
Suggestions are made as to the lines on which 
an industrial policy may be developed. 

So many points are briefly touched upon 
that no pretence can be made of having given 
them adequate consideration or of having 
weighed all the pros and cons, When Opinions 
differ so radically both in principle and in 
detail on the points discussed, it would have 
been impossible in so small a space even to 
attempt to expound more than a single point 
of view. But what has been lost in breadth 
of outlook will, I hope, be compensated by the 
fact that the book presents a more or less 


Continuous argument, which may form a basis 
for discussion, 
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CHAPTER II 
THE THEORY OF WAGES 


In a primitive state of society, where every 
one owned his tools and implements and 
worked for himself, remuneration would con- 
sist of what each man produced. The return 
to labour would vary with the amount of 
energy and enterprise of individuals. Those 
who worked hard would be well-off, while the 
lazy would go short; if one can speak of wages 
in such a community, wages would be entirely 
determined by the productivity of labour. 
But this productivity would not be entirely 
under the control of individuals, for there 
would be great differences from country to 
country according to the natural resources 
available. Where nature was kind it would 
be easy to earn a livelihood; but in ‘less 
favoured places it would require longer and 
Severer application to attain a given state of 
comfort. But even climate and other natural 
conditions would not exhaust the causes of 
different degrees of material well-being, for 
the welfare of individuals in any country 
would depend on the number of persons who 
had to get their livelihood from any particular 
area. Unless ways and means are found 
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for improving methods of production and of 
economising labour, every increase of popu- 
lation adds to the difficulty of getting a living. 

Up to a certain point Nature is very respon 
sive to man’s labour, but beyond that point 
she has to be coaxed and doctored to make 
her yield more abundantly. Where the arts of 
production remain in a primitive stage, what 
Malthus called ‘the pressure of population on 
the means of subsistence’ greatly reduces the 
productivity oflabour. This difficulty can only 
be overcome by elaborate organisation, involv- 
ing thedivisionof labourand the use of capitalin 
the shape of tools, implements, and machines; 
stores of goods for the stocks of merchants 
and dealers; and food to feed the labourers 
during the long processes of production, 

Henry George says in Progress and Poverty : 
‘If the farmer must use the spade because 
he has not capital enough for a plough, 
the sickle instead of the reaping machine, the 
flail instead of the thresher; if the machinist 
must rely upon the chisel for cutting iron; 
the weaver on the hand loom, and so on; the 
productiveness of industry cannot be a tithe 
of what it is when aided by capital in the 
shape of the best tools now in use. Nor 
could the division of labour go further than 


the very rudest and almost imperceptible 
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iii beginnings, nor the exchanges which make it 
| possible extend beyond the nearest neighbours, 
unless a portion of the things produced were 
constantly kept in stockor in transitu. . . . To 
enable the resident of a civilised community 
to exchange his labour at option with the 
| labour of those around him and with the 
labour of men in the remote parts of the globe, 
there must be stocks of goods in warehouses, in 
stores, in the holds of ships, and in railway cars; 
just as to enable the denizens of a great city 
to draw at will a cupful of water, there must 
be thousands of millions of gallons stored in 
reservoirs and Moving through miles of pipe.’ 
A single concrete instance must suffice to 
show the immense difference that progress 
in the arts of production has made to the 
effectiveness of human labour, An analysis 
of what may be called the man-labour-power 
required to produce 30 bushels of wheat or 
barley in America by the methods current 
eighty years ago and by the methods in use 
at the end of the nineteenth century, shows 
the following astounding change : 1 
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Agricultural progress of this kind is the 
essential condition of economic advance, for 
so long as agricultural labour barely produced 
enough food for each man’s own needs, the 
whole population had necessarily to be 
occupied on the land. But, when the change 
indicated by these figures came about, a large 
part of the population was set free to provide 
those other things which we associate with 
highly-developed economic society. 

The part played by science, by invention, 
and by the capacity for organisation and 
management, in bringing about this result 
cannot be overrated. But, as Henry George 
points out in the passage quoted, the existence 
of capital has been a necessary condition of 
industrial progress. 

Now, the accumulation of capital involves 
‘saving,’ that is to say, some one must put 
off to a future date the enjoyment of things 
to which he is at present entitled. All 
capital arises in this way. Even in @ 
primitive community, the days spent on 
fashioning weapons for the hunt, might have 
been spent in hunting with the old weapons, 
or with none at all. But it may well be 
worth while to sacrifice the present day’s 
product for the prospect of better results to- 
morrow. Similarly saving to-day consists of 
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diverting production from things which may be 
immediately consumed, to things which are 
useful in producing better results in the futnre. 
If a man puts £10 of his income into the 
bank, instead of spending it in entertaining 
his friends or going for a holiday, the claim 
on the goods or services of the community 
which the money represents is transferred to 
the bank, by whom it is passed on, perhaps, 
to merchants or manufacturers. In this way. 
the latter acquire the right to spend it at 
once in buying, say, materials or machines; 
and by adding to the nation’s industrial 
capital, they help to increase the productive 
efficiency of the community, 
It is true that the spending of the £10 
mvolves a demand for goods or services, 
whether it is used by the owner to buy din- 
ners or by a borrower who spends it in buying 
fresh machines for his factory. But, in the 
one ease, its consumption is fruitful only in 
the immediate “enjoyment which it affords; 
whereas, in. the other, it not only sets people 
to work making what are called ‘capital 
goods,’ but the use of those goods makes 
industry in the future more productive than 
it would otherwise have been. Thus ‘saving’ 
increases the productivity of the community 
and tnakes for material progress, 
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But does it follow that those who save 
should receive a special share in this in- 
creased production? 

There are to-day plenty of people who are 
quite willing to save, regardless of the rate of 
interest, in order to provide against old age, 
sickness, accident, or any of the other risks 
of life. There are others, by the world called 
fortunate, whose income is so large that it is 
impossible for them to spend it all. These 
save from sheer necessity. In neither of 
these cases is any monetary inducement needed 
to foster saving, and if the capital supplied by 
such persons was adequate to meet all possible 
needs, we might have a world where no 
interest would be paid for the use of capital. 
But the world’s need for capital is much too 
large to be met in this way, and interest has 
to be paid to induce people to postpone con- 
sumption, and to entrust their savings to 
others to be used for industrial purposes. 

Tf one could imagine a state of society where 
every worker only used the capital which 
he saved himself, the distinction between 
interest and wages would not arise, though 
each man would have mentally to balance 
for himself the advantages of future increased 
productivity due to saving against the 
pleasure of immediate consumption. But 
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where capital is saved by other people than 
those who use it, the problem arises as to 
how the product is to be divided between 
those who provide the labour and those who 
provide the ‘saving.’ 

The essential principle may be stated briefly 
thus:—If there is real competition on both 
sides, the joint product of labour and eapital 
will be divided according to the relative 
importance in production of capital and 
labour, and the need which each has for 
the co-operation of the other. 

If, for example, there are many labourers 
working with few implements or tools, the 
value of capital in the form of implements 
compared with labour will be very great. 
If some one comes along and lends more 
tools, there will be a considerable addition 
to the product. Hence it follows that 
Labour’s demand for capital in such cir- 
cumstances would be very keen, and the price 
which this group of producers would offer 
for new capital would be determined by the 
addition to the total product which could be 
attributed to the new capital. In other words, 
what economists call the ‘marginal net 
product’ of capital, would in these cireum- 

stances be high compared with the ‘marginal 
net product’ of labour. 
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On the other hand, if labour is scarce and 
capital abundant the position would be 
reversed, Capital cannot be employed without 
labour, just as labour is comparatively unpro- 
ductive without capital; and where labour is 
badly needed the owners of capital will offer 
a high price for it in order that their capital 
may be used to the best advantage. Thus, 
Capital and Labour constitute a mutual 
demand for one another to co-operate in pro- 
duction, and wages and interest are fixed by 
their marginal respective net products, which 
will be great or small according to the relative 
abundance of Labour and Capital respectively. 
It may, perhaps, be objected that in 
practice there is no particular part of the 
product which can be separated out and 
assigned to the last labourer or the last pound 
of capital employed; and the reader may 
urge that there are many kinds of employ- 
ment where a full team is required, and there 
is no room for one more or one less. But it 
is not necessary, in practice, that there should 
be in every trade a ‘marginal labourer’ or a 
‘marginal unit’ of capital producing a specific 
‘net product.’ The theory holds good if com- 
petition works out in detail in one industry. 
For example, a railway company has a 


definite number of platelayers on the une in 
Ct. 
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proportion to its mileage, and it could not 
possibly show that the value of the work 
dene by the least necessary platelayer was 
equal to his weekly wage. But the plate- 
layer’s wage is mainly determined by wages 
in agriculture, and the conception of the 
‘net product’ is much more definite on the 
farm; for the practical farmer will often have 
to figure out for himself whether an additional 
labourer would ‘pull his weight’ or not. 

If the farm is understaffed, another hand 
would add considerably to the total product; 
and if labour is scarce, as in the North 
Country, the farmer will compete for it by 
offering a high rate of wages, If it is abun- 
dant, the farmer will go on adding to his staff 
so long as it pays him, that is so long as an 
extra man will add to the product at least 
the value of his wage. If there are no 
alternative employments, so that a large 
humber of men are seeking employment, 
the farmer will go on offering lower and 
lower wages until all the men are employed 
—the low wages being due to the fact that 
with so many seeking work the ‘net product’ 
of the last labourer is smell. 

Hence, though in a particular trade it is 
quite impossible to point to any definite 
sum and say ‘this is the marginal net product 
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of labour,’ or ‘that is the marginal net pro- 
duct of capital’; the level of the whole wages 
system is set by the productivity of those 
labourers whom it is only just worth the 
employer’s while to employ, and the rate of 
interest is determined by the productivity of 
the capital which it is only just worth his 
while to borrow. 

Thus the chief influences determining dis- 
tribution as between labour and capital are the 
rate of increasein the population and the rate of 
imcrease in the supply of capital, respectively. 
Improved methods of production, which 
increase the joint production of labour and 
capital, tend to raise both wages and interest, 
and in periods of the most rapid material 
progress both capital and labour have gained 
immensely. But if the supply of capital 
outruns the increase of population, though 
the total output will be continually growing, 
the part played by capital will become 
relatively less essential, and there will be 
keener competition for labour to work with 
it, which will tend to raise wages. On the 
other hand, wages will tend to fall if capital 
does not increase fast enough to employ the 
whole population effectively. 

The preceding statement does not by any 
means give a comprehensive account of the 


ioe 
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theory of wages. But, as we shall see, it 
emphasises the features which have an impor- 
tant bearing on the relations of Labour and 
Capital. We cannot leave it, however, with- 
out making one important qualification. The 
use of labour-saving machinery means that 
ways may be found of employing more 
capital with a smaller proportionate amount 
of labour, and to this extent it may be said 
that capital displaces rather than creates 
demand for labour. 

Now, it is possible that a general introduc- 
tion of labour-saving machinery in a large 
number of trades at once might depress 
wages, by diminishing employment in the 
machine-using industries and causing an 
increased labour supply in other trades. But 
there are other influences which tend to 
prevent such a result. In the first place, in- 
creased profits attract new capital into the 
trade, while a part of the big profit will also 
probably be saved; the price of the machine- 
made products will fall and the increascd 
demand so enlarge the output, that, in spite of 
the economy of labour, a part, and even in cases 
the whole, of the displaced labour be reab- 
sorbed on the same industry, The making of 
the machinery is also an additional source of 
mereased demand for labour. If the intro- 
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duction of labour machinery is made slowly, 
the harm done to individuals may in this way 
be reduced to a minimum, though the intro- 
duction of new methods commonly involves 
the destruction of industrial skill laboriously 
acquired by those who are displaced. 

On the whole there is abundant evidence 
that the introduction of labour-economising 
machinery has immensely widened the sphere 
of employment, and has given to labour a 
share of the increased productivity of indus- 
try; for the total volume of industrial 
capital has increased so fast that it has more 
than offset the economy in the amount of 
labour required to work it. Apart, therefore, 
from the demand for labour in producing goods 
to be exchanged for the increased products of 
machine-using industries, there has been an 
increased employment in those industries 
themselves. The possibility of displacing 
labour by machinery means that while the 
demand for labour does not always increase 
in direct proportion to the increase of industrial 
capital, the effect on wages depends partly on 
the rate of increase of capital and partly on 
the changed proportion of labour that is 
required to use it. 

At this point it may be convenient to 
consider, in the light of what has already 
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been said, what part the ‘cost of subsistence’ 
and the ‘standard of living’ play in the 
determination of wages. So far as the ‘cost 
of subsistence’ theory is concerned, the fore- 
going considerations afford no ground for the 
assumption that wages always tend to be 
reduced in the long run to the bare cost of 
keeping the labourer alive and enabling him 
to bring up a family. 

If capital accumulates, methods of produc- 
tion improve, and wages are raised in corre- 
spondence with the increased marginal net 
product of labour, wages can only be reduced 
again if the population increases very rapidly. 
Adam Smith, Malthus, and Ricardo assumed 
that this increase would always occur, but 
subsequent history has shown this assumption 
to be false. As wages have risen there has not 
been the great increase of population which 
the economists anticipated; but, as people 
have become accustomed to the new ways of 
living, which higher wages have made possible, 
the tendency to marry early and to have large 
families has been checked by the desire to 
maintain the new standard of comfort. 

Hence, at any given period of economic 
development, the current standard of living 
1s dependent on the considerations that have 
been mentioned ag influencing the general 
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productivity of the nation’s labour and capital, 
and in the main is the consequence and not 
-the cause of the levei of wages. But the 
question whether that level is to be main- 
tained in the future or not largely depends on 
the effect which comparative prosperity has 
upon the rate of increase of population.! 
Thus what is called the standard of living is 
an important factor in the wages question; 
but it chiefly operates through its effect on 
the future supply of labour. 


CHAPTER III 
WAGES AND SAVING 


WHEN we come to verify this theory of wages 
by reference to the actual facts of industrial 
life, we find that many qualifications have to 
be made. Our assumption, at the outset, 
that competition is free and equal, is very far 
from being true; and it is impossible ade- 
quately to explain existing conditions until 


17The question of the standard of comfort cannot be 
followed out in detail here; but it should be noted that, 
if the rise in the standard of living is not universal in a 
country, the welfare of the coming generation may be 
prejudiced if those classes who are still receiving low 
wages increase as fast as before, and, having to bring 
their children up in poverty and without adequate train- 
ing, dilute the quality of the future porueuon with an 
undue proportion of inefficients. uch a process of 
unfavourable selection would tend to diminish the joint 
productivity of the nation’s labour and capital. 
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account has been taken of the influence of 
monopoly on the one hand and inequality of 
bargaining on the other. These points will’ 
demand attention at a later stage; but the 
facts of recent industrial history suggest that 
the influences mentioned in the preceding 
chapter are nevertheless the most important 
of the underlying forces that determine wages. 

Long lists of figures often convey little 
meaning to those who are unaccustomed to 
handling them. It may, therefore, be con- 
venient to indicate the broad movements of 
wages since 1790 by the following verbal 
statement, based upon a large number of 
Wage statistics.” (See table opposite.) 

Thus after 1852 money wages rose rapidly 
for twenty years, But since 1873 they have 
moved less consistently forward. But though 
recent changes have been less continuously 
upward, the lifts given in times of booming 
trade (culminating in 1891, 1900, 1907, and 
1912) have raised the present level of money 
Wages considerably above the level of 1873. 
Prices, on the other hand, have moved in 
three definite periods, (1) Up to the boom of 
1874, prices. rose, But, as wages rose faster 

1 * 
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PERIODS. 





| Nosavar WAGES. 
















PRICES. { Rear Waczs. 
1790-1810 | Rising fast | Rising very | Falling 
fast slowly 
1810-1830 | Falling Falling fast | Rising slowly 
1830-1852 | Nearly Falling Rising slowly” 
stationary slowly 





1852-1870 | Rising fast | Rising Rising con- 














siderably 
1870-1873 pee very | Rising fast | Rising fast 
ast 
1873-1879 | Falling fast | Falling fast | Nearly 
stationary 
1879-1887 | Nearly Falling Rising 
stationary 
1887-1892 | Rising Rising and | Rising 
falling 
1892-1897 | Nearly Falling Rising 
stationary 
1897-1900 | Rising fast | Rising Rising 
1900-1904 | Falling a Falling and | Stationary 
little rising 
1904-1907 | Rising a Rising fast | Falling 
j little 
1907-1910 | Stationary Falling and | Stationary 
rising 
1910-1912 | Rising Rising a Rising a 








little little 





still, ‘real wages’ (7.e. the purchasing power 
of money wages) advanced, though not so 
rapidly as money wages. (2) Between 1874 
and 1897 prices fell, with the result that 
though wages did not rise much, ‘real’ wages 
continued in an upward direction almost as 
rapidly as in the 20 years succeeding 1852. 
(83) Since 1897 prices have risen. Up to 1900, 
this movement was more than offset by the 
rise of wages. But since then wages have 
failed to keep pace with the rise of prices, sa 
that ‘real’ wages have declined, 
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Since 1850 the rate of interest has also 

moved in three marked periods. From 1859- 
1878 it steadily rose; from 1878-1896 it fell, 
and since then it has moved up once more. 
The rate of interest that is obtainable for 
invested capital is best measured by the 
yield of safe securities, which bear a fixed 
rate of interest. If people can get 5 per cent. 
with safety, on investments generally, it is 
clear that they will only pay £80 for a £100 
4 per cent. debenture. If then we know the 
price of sound securities over a long period of 
years, we can calculate the return that is 
being received for permanent investments. 

As the yield on all normal gilt-edged secur- 
ities moves in the same way, it is unnecessary 
to quote more than one. he following table, 
therefore, shows the average yield in five-yearly 
periods on Lancashire and Yorkshire guar- 
anteed stock. In a second column is also 
given the average money market rate of 
discount payable on three months’ bills;—7.e. 
the second column represents the price of 
floating capital, the first standing for the 
return yielded on permanent investments. 
(See table on opposite page.) 

The excessively high figure in 1861-5 in the 
matket rate was due to the circumstances of 
the cotton famine, on the one hand, and the 
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jomt-stock company boom on the other. But 
with this exception the two series of figures 
show similar movements, the chief features of 
which are high rates between 1850 and the 
early seventies, rapidly falling rates until the 
nineties, and a steady subsequent rise, 
amounting, even in the case of the gilt- 
edged stock, to abcut 14 per cent. 





tai Average Money 
of Lancashire and 
Yorkshire Guaranteea| Matikct Rate 


Preference Stock Gs DeSauNt, 
1851-5 3-66 
1856-60 454 
1861-5 4:84, 
1866-70 3:48 
1871-5 3:50 
1876-80 2-40 
1881-5 278 
1886-90 2-66 
1891-5 1:58 
1896-1900 2:56 
1901-5 2-94, 
1906-10 3:24 
1911-12 3:35 

Present yield 1918 487 








It may be asked whether a difference of 


1 or even 13 per cent. payable on capital is 
of any real significance in distribution. The 
answer is that our industrial canital is 
probably about 60€0 millions, and that 1 per 
cent. on this sum amounts to 60 millions, 
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which is equivalent to nearly 10 per cent. of 
the annual wages bill. But this point is not 
by any means the most important con- 
sideration. The changes in the rate of interest 
shown in this table are significant chiefly 
because they reflect changes in the supply of 
capital and the extent to which savings have 
been adequate to meet the requirements of in- 
dustry. In this connection the full significance 
of the changes in the interest rate cannot be 
proved statistically owing to the difficulty of 
Measuring the amount of capital in existence 
or of the new additions to capital; but these 
three periods (which correspond to (1) rising, 
(2) falling, and (3) rising prices) may be 
characterised briefly as follows :— 
Period 1.-—After 1850, the gold discoveries 
of America, the revolution in sea and land 
transport, and the consequent opening up of 
oo) countries to the world, the removing of 
tariff restrictions and the increasing use of 
ON eNy in industry, produced a tremendous 
expansion of production and a rapid increase 
in our foreign trade. Not only did British in- 
dustries Inereasein productivity, but also, owing 
to the relatively backward state of foreign 
manfacturing, the world put a very high value 
on our goods. Hence profits rose fast, and, 
though capital accumulated very rapidly, both 
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the rate of interest and wages also rose fast. 
Both Capital and Labour shared in prosperity, 
though statistics suggest that at this time the 
former benefited more than the latter. But 
a significant fact which helped the rise of wages 
during this period was that, whereas Capital was 
being saved at a great pace, the industrial popu- 
lation was not growing so rapidly as in the earlier 
decades of the nineteenth century, while Factory 
and Mines Acts had restricted the employment 
of women and children in industry, thus limiting 
the available labour suppy still further. 

Period 2.—After 1878, the rate of interest 
steadily fell. Foreign competition was begin- 
ning to break the monopoly of British trade, 
and, for reasons partly connected with the 
supply of money, prices began to fall. The 
well-to-do classes had, however, not learned 
their present habits of lavish expenditure, and 
such figures as are available go to show that 
Capital continued to accumulate so fast that 
the rate of interest could not be maintained. 
Money wages, which were at first depressed 
by the bad times following the industrial 
crisis of 1874, slowly rose during the next 
two decades, and, as it was a time of falling 
prices, real wages rapidly increased. 

Period 8.—But since the middle of the 
nineties, the position as between Capital and 
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Labour has been reversed. We are still 
making immense strides forward in improving 
the organisation and methods of industry, 
but profits and the rate of interest are rising 
fast, while wages have not made any cor- 
responding move forward until the last two 
years. The population statistics show one of 
the chief reasons for this hesitation in the 
upward movement of wages, for they indicate 
an enormous increase in the last two decades, 
in the available labour supply. It is often sup- 
posed that the lowering of the birth-rate must 
have relieved the pressure on the labour market, 
but a moment’s consideration will show that 
this influence has hardly yet begun to take effect. 
The birth-rate reached its maximum about 
1871, and the large number of children then 
born reached manhood during the ‘nineties and 
are now in the prime of life. Meanwhile, our 
improved housing conditions and the progress 
of medical science have been keeping alive 
not only a larger proportion of the infants 
born, but also a larger number of the older 
folk whose expectation of life is steadily 
lengthening, The net effect of those changes 
has been that though the total population 
inereased fastest earlier in the nineteenth cen- 
tury, the available industrial population has 
Mcreased most rapidly during the last two decades. 
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This is shown by statistics of the number of adult 
males in the population at various censuses. 
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Mae PopuLation aie 4 

ToraL Mate PoPrULATION 85 
Between 20 and 65 Ho bo 

(ia Thousands) (in Thousands) 5 toe 

(3) 5 5 

- 

tua) | Luctease | Per Actual | Mctease | Per Per 
Year ee A mcs ee Numbers) teach | Cent. | tooo 
W778 = — | 8,799 _ 82:6 
8,781 |+1,008 |}+13 | 4,840 }4+ 541 )4+14 | 84-1 
9,776 |+ 995|+114 | 4,808 |+ 468/+11 | 35:2 
11,059 |}+1,083)}+11 | 5,877 |+ 569/412 5-4 
12,640 |+1,581|+14 | 6,108 }+ 781 |+184 | 82-4 
14,010 | +1,420|}+11 | 6,909 |+ 801|+18 | 29-9 
15,729 |+1,669 |+12 | 8,195 |+1,286 | +184 | 27-2 

17,446 | $1,717 | +114 | 9,450 | +1,255 | +154 | 24-4* 














* 1911 only. 

There has thus been an addition to the adult 
male population under 65 since 1891 of no 
less than two and a half million persons, an 
increase of about 87% per cent., though in 
the same period the total male population 
has only increased by 24 per cent. 

it is, however, doubtful whether ‘saving’ 
has been going on to the same extent as in 
preceding periods, while a diminishing pro- 
portion of new British capital has been avail- 
able for industrial purposes at home. In this 
connection three influences may be referred 
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to which affect the amount of capital avail- 
able for industry :— 

(1) The actual increase of capital is impos- 
sible to determine by any statistical method, 
but it requires no evidence to show that 
there have been immensely increased oppor- 
tunities of expenditure opened up in the last 
two decades, of which the wealthy have 
readily availed themselves, 

The private motor car is only one of the many 
new Ways of spending, that have come into 
common use among the well-to-do, Luxurious 
habits that were started in the first place by 
those who had immense incomes, have been 
imitated by the classes lower down in the 
social scale, and have raised the current 
standard of expenditure. On every side 
complaints are made of the high standard of 
living and the difficulty of ‘keeping up appear- 
ances’; yet instead of being content to return 
to the habits of 1890 every one fights for a 
higher income, This raising of the standard 
of expenditure has necessarily checked the 
rate of increase of capital, 

: (2) Very large amounts of our capital are being 
Mvested in foreign countrics or in the British 
colonies. Mr Flux estimates that in 1907 we 
Were sending 100 millions of new capital abroad. 
Tn that year, when the- national income 
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amounted to £2,000,000,000, he calculates 
that the nation’s savings were as follows :— 

(1) Maintenance of cxisting capital, 170-180 millions. 
(2) Investments at home 


. 170-130 ”» 
(8) New foreign investments . 100), 5; 


To this should be added something repre- 
senting the increase in goods of a durable 
character in the hands of consumers, such as 
furniture, carriages, jewellery, etc. It will be 
noticed that only the second and third items 
represent the new savings available for invest- 
ment, while the second item alone represents 
increased demand for labour at home. Of 
this about a quarter represents house pro- 
perty and home railways, and local authorities 
account for other important items, leaving 
for additions to capital in mining and quarry- 
ing, in manufacturing industries, in agriculture, 
in wholesale and retail distribution, and 
in shipping, something between £95,000,000 
and £115,000,000. This represents an increase 
of about 2 per cent. per annum on our trading 
capital, which was estimated in 1909 at 
£4,200,000,000. 

But Mr Flux warns us that even these new 
investments do not constitute as a whole a 
net addition to capital values, Even ir 
cases in which plant, machinery, buildings, 
ete., are maintained in good physical condi- 
tion, their value may be reduced owing to the 
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fact that changes in the requirements of the 

community are in progress, and that the 

methods of production are undergoing con- 

tinuous modification, so that obsolescence 
destroys the value of capital even though its 
physical condition be maintained. The rate 
of growth of the value of the capital engaged 
in production, transport, and distribution 
may, therefore, be considerably less than that 
which would correspond to the extent of new 
investment estimated above. 

As against this relatively small addition to 
capital, our foreign investments have risen to 
very large amounts in recent years. Mr Paish 
estimates that in 1910 we sent abroad no less 
than 160 millions, while the total value of our 
foreign investments he puts at £3,500,000,000. 
As most of this investment has been spent on 
tailway building and development work, the 
effect has probably been exceedingly good for 
this country, by opening up new markets and 
mcreasing the demand for our goods on the 
one hand, and by cheapening the cost of food 

and raw material on the other. This benefit 
probably in the long run will outweigh the 
disadvantage of a check to home investments; 
but while the process is taking place, it gives 


* Final Report of the First Census - 
United ington: a a irst Census of Production of the 
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home capital an advantage, in being able to 
command a higher rate of interest. 

(8) To the slow rate of saving and the send- 
ing of capital abroad, a third factor must be 
added—namely, the immense expenditure in 
recent years on material resources in unpro- 
ductive ways, and in particular on armaments. 
Whether such expenditure is necessary or not, 
it is beyond the province of this book to 
inquire. But it certainly limits the resources 
available for industrial purposes. 

Tt is sometimes urged, even by such high 

authorities as Lords of the Admiralty, that 
expenditure on the navy is good for trade and 
increases the demand for labour. But money 
spent out of taxation does not increase the 
demand for labour by one penny piece. It 
merely means that the Government has the 
spending of it, instead of the person from whom 
it was taken by the tax-collector. It alters 
the character of the demand, but does not 
eyerease it, Lf the £50,000,000 of money 
which is spent annually on our navy had 
been left in the pockets of the taxpayers, it 
would either have been spent on goods for 
immediate consumption, oF it would have been 
saved. In the former case the taxpayers 
would have pought goods or services instead 
of buying national security as they now do. 
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It may be argued that the price paid for 
security is much too high, but whether it is 
the right price or not, it must be ranked as a 
consumable commodity, for the price has to 
be paid every year for national protection. 

But if the money had been ‘saved,’ and 
the dockyard workers employed making tools, 
bridges, or other material aids to production, 
wages would have subsequently tended to 
tise, through the increased productivity of 
labour, due to this new industrial capital, 
while at the same time the rate of interest 
would have tended to fall. 

These three considerations—insufficient 
saving owing to private luxury, foreign invest- 
ment, and unproductive expenditure of 
national resources—haye produced what Lord 
Milner in a recent address to the members of 
the Birmingham and Midland Institute spoke 
of as ‘the dearth of capital.’ Under present 
circumstances, he argued, Capital was no 
longer willing to serve on the old terms. ‘It 

had, So to speak, struck for higher wages. 
And It was, for the time being at any rate, in 
9 Position to obtain them, 

“With the free Movement of capital from 
one country to another, a greatly heightened 
demand in any part of the world made itsclf 
felt more or less in every part. The fact that 
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capital generally was obtaining a higher rate 
of remuneration appeared to be conclusive 
proof that it was becoming more and more 
difficult for productive industry to get all the 
capital that it needed. It was not the total 
capital of the world which affected the situa- 
tion, but only the fresh capital coming forward 
which could be of any use in assisting the expan- 
sion of old or the inception of new enterprises. 
‘Granted that the portion of the world’s 
output which became available as capital 
was larger every year, was there not a corre- 
sponding and even more rapid multiplication 
of the purposes for which capital was wanted? 
New methods, new materials, new instruments 
of production were constantly being introduced, 
and they clamoured for capital to help them to 
develop themselves. Was it surprising that 
there should not be enough to go round, or that 
in their struggle not to be left out in the cold 
the various applicants should send up the 
price of that for which they were all competing? 
‘The creation of wealth resulting from 
those triumphs of science was not all net 
gain. The operation known as “scrapping ” 
had of late years assumed dimensions quite 
inconceivable to former generations. Profit- 
able no doubt in the long run, it was in the 
’ Grst instance a costly operation, and the cost 
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of it diminished pro tanto the amount of 
capital available for other purposes at the 
time when it was being carried out. They 
must also remember how vast and unpre- 
cedented a demand had been, and was being, 
made upon capital by the rapid development 
of so many new countries, and by the simul- 
taneous awakening into great industrial 
activity of certain old countries, which had 
hitherto been agricultural, or mainly agri- 
cultural, communities, Where was all the 
money to come from to satisfy those very 
deserving, but far too numerous, suitors at 
one and the same time?’ 
Note on Occupations 


The common assumption that the increased 
employment of women should be added as a 
cause affecting the total labour supply is partly 
based on a misconception, Except in some pat- 


“in the Proportion of women engaged in industry. 


On the Contrary, the proportion in 1901 was 
smaller than ever before and is still very low. The 
following tables of Occupations may perhaps put 
this matter in its right perspective. ‘The gecen es 
tion figures of the various censuses are not in 
all respects comparable. But the proportions 
occupied in large groups are generally reliable, 
though the fact that ‘ retired’ persons were in- 
cluded in the occupati 
followed before 1881, b 
occupied,’ 
the latter 
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TABLES SHOWING THE DISTRIBUTION OF THE POPU- 
LATION OVER TEN YEARS OF AGE ACCORDING TO 
OCCUPATION AT THE DECENNIAL CENSUSES OF 
ENGLAND AND WALES. 


MEN 














1861)1871 1881/1801|1901 1911 | 
General Industry - 51 54 52 | 
t 52 | 52 | 58 
Agriculture - - - 22) 18 | 14 | 12 | 10 on 
‘Transport Bere Gy Wi Gi Dy Wye two 
| Other Cceupations 9} 11 9 Gy ade yaa 
Unoeecupied - - - 12 | 10 | 17 | 18 | 16 | 16 
100 |1c0 [100 [100 100 [100 














‘General Industry - 
‘Momestic= >= > 
Other Occupations 
‘Unoceupied - - - 





The most striking feature of the table, which in most 
uniformity, on the whole, is 


the decline of Agriculture and the 
in the case of men. ©Qther occupations’ in the case of 
women includes Agriculture, which fact probably accounts 
for the drop from 4 to 3 per cent. after 1861. But the 
inereasing employment of women in professional and 
commercial oceupations, and in particular in the teaching 
decade has much more than offset 
f Agriculture. But the pro- 
still very small. 


profession, in the last 
the decline in the case 0 u 
portion in industrial employments 18 





48 CAPITAL AND LABOUR 


CHAPTER IV 
PROFITS 


In the preceding chapters the question of 
Distribution has been discussed as though 
Wages and the Rate of Interest were alone 
concerned. But there is a third element i 
the problem. When working men in any 
trade are out for a rise in wages they do not, 
as a rule, trouble themselves very much about 
the net rate of interest which must be paid for 
the use of capital. They are more concerned 
with what is commonly known as ‘profits.’ 
Savings are made to a greater or less degreé 
by almost every one in the community, ant 
the competition to lend as well as to borrow 
1s sO general that there is a very definit 
market price for newly-saved capital, whic! 
1s determined by the forces of demand av’ 
supply working under the freest possibl 
competitive conditions. But one cannot pow 
to any, clear rate of profit as the normal co 
petitive profit, for profits vary, not only fro! 
Bede to trade, but also between business a? 
ee engaged in one and the same industr} 
_ _Tofit is the share of the production ‘ 
industry which is taken by the person ‘ 
Petsons who undertake the direction a¥ 
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organisation of business. The entrepreneur—as 
the economists call him—is responsible for 
bringing Capital and Labour together. He 
initiates business undertakings and is respon- 
sible for the disposal of the product. He it is 
who contracts for the use of such capital as 
he needs to borrow on the one hand, and 
bargains with those who are able to supply 
the labour on the other. As the owner of the 
product he receives what is left when wages 
and interest have been paid.! 

In the case of a private firm this share has 
to cover what are called ‘the earnings of 
management,’ which may be defined as the 
amount that would have to be paid to a 
salaried manager who took over the re- 
sponsibility of organising the business both 
on its industrial and commercial sides: it 
also provides compensation for the various 
kinds of employers’ risks, which include the 
chances of good and bad trade, bad debts, 
new and unforeseen competition, the possi- 
bility of loss of market, and all the varied 


1In many cases employers provide the whole or part 
of the capital they use, and, in common parlance, interest 
on the employers’ own capital is included as profit, which 
is defined as the surplus receipts after paying expenses. 
But for the purposes of this chapter it is convenient to 
consider only and attempt to analyse that surplus over 
and above the net rate of interest which goes either to 
the private employer or to that section of the share- 
holders in a company who take risks and are responsible 
for taking the initiative in business enterprise. 

cL. 
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eventualities peculiar to particular trades. 
These two considerations are chiefly re- 
sponsible for the differences in the rate of 
profit in different industries. 

Whatever is earned by the undertaking, 
over and above what is needed to cover these 
two main items in profits, is attributable either 
to special skill in organisation or management, 
to the fact of being in a position to take 
advantage of a favourable market at a time 
when supply cannot immediately be increased 
from other sources (a position that is more 
often due to foresight than to chance), or t0 
the possession of some natural or acquired 
monopoly which prevents competition from 
coming in and reducing prices. Again, special 
monopoly profits are accounted for by the pos 
session of patent rights, which are granted for 
the purpose of encouraging invention, and the 
investment of capital in new methods of pro- 
duction. These last three factors account for 
variations in the rate of profits of different bust 
nesses in contrast to the previous considera 
tions which effect the rate of profit in different 
trades. With so many diverse elements afiect- 
ing the total receipts of the entrepreneur, itis not 
surprising that there is no uniformity in profits. 

In the case of joint-stock companies, the 
receivers of profits are the ‘ordinary share 
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holders,’ for while they guarantee the interest 
on debentures and give a prior claim to the 
‘preference shareholders,’ they take for them- 
selves as much of the remainder as it is deemed 
desirable to distribute as dividend. It is 
they, therefore, who take most of the risks 
of success or failure. In the case of companies, 
however, profits commonly exclude the wages 
of management, as the salaries paid to 
managers and directors are entered in the 
accounts of companies as part of the expenses, 
and deducted before profits are struck. These 
salaries are obviously determined on the 
same principles that fix the remuneration of 
any other profession. (See Chapter V.) 

Under conditions of free competition, 
profits of concerns managed with normal 
ability and with no special title to monopoly 
would be limited to that return which is 
necessary to induce people to undertake the 
work of business orgauisation and to incur 
the risk involved in embarking their own and 
other people’s savings in uncertain enter- 
prises. But every concern is always trying 
to hedge off for itself a little bit of the m arket, 
by methods which range from the very 
legitimate ideal of attaching its customers to 
itself by good service and a reputation for 
fair dealing to the worst competition-killing 
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devices of would-be monopolists. The question 
that presses for an. answer is whether theres 
any reason to believe that these endeavours to 
hold up profits, actually make profits larger 
than they need be, or whether, generally 
speaking, competition is effective in reducing 
profits to the level that is just adequate to 
induce entrepreneurs to remain in business. 
On this point statistics can give no definite 
reply, for the simple fact is that we do not 
know what profits are made, either in public 
or private enterprise. ‘There are, howevel, 
certain considerations which have a vély 
direct bearing on the point. Private firms art 
nearly always careful to avoid disclosing the 
state of their business. A director, fo 
example, in a large private manufacturing 
company, who was discussing this question of 
publicity in private conversation, admitted 
that it would be quite impossible for any 0% 
to discover anything about the business fr0™ 
the balance-sheet which they produce evel 
year. When asked what was the objection 
putting all their cards on the table, the prompt 
reply was ‘that it might bring in fresh co™ 
petition if our real profits were known.’ | 
This may not be the only reason why al 
firms seem to love darkness rather than light 
and it is suggested that a firm which we 
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going to the dogs would be equally anxious to 
conceal its dwindling profits from its creditors. 
But it is at least possible that the greater 
number of firms would be among those who 
fear competition, and if this is the case it 
means that secrecy in business is responsible 
for keeping profits higher than they need be. 

As regards public companies, we have a 
little more, though not very illuminating 
information. The published reports of a 
‘large number of industrial concerns are col- 
lated and compared every quarter in the 
London Economist. According to this au- 
thority, industrial companies, whose total 
capitalisation amounts to something like 
£1,000,000,000, that is about a quarter of 
the industrial capital of the country, distri- 
buted in the last few years the following 
dividends on their paid-up capital :— 





Dividend on Dividend on 





Year. Preference Capital, Ordinary Capital. 
1909 43% 63% 
1910 45% 70% 
1911 4-9% 85% 

. 1912 52% 85% 
1913 51% 10:2% 








The rapid increase here shown is, of course, 
the result of the trade boom, and we should 
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need to compare a series of years which 
included a period of depression before we 
could draw any very definite conclusion from 
the figures as they stand. But an analysis 
of the last half-year’s figures according to 
different groups of industries brings out 
clearly the importance of risk as a feature in 
profits. The distribution on various classes of 
capital was as follows :— 








Rate of Divibend Dias on 

rdinary | 
Rees Se Capital 
Canals 8-5 8-0 1-0 
Gas Companies | 3-4 3-8 6:0 
Miscellaneous 4-2 5-6 7-6 
Waterworks 4-3 4-6 8:3 
Breweries 3-9 52 8:5 
Tron and Steel 4A 5:6 10-7 
Shipping Ad 6-3 12:7 








The figures for rubber eompanies are 5 pe 
cent. on debentures, 8°6 per cent. on prefer 
ence capital, and no less than 16 per cent, 02 
ordinary stock, The miscellaneous group 
includes so many varied concerns that it 
hard to generalise about it, but the othef 
groups show a steady increase in dividends 
on all classes of capital—but particularly op 
the ordinary stock—as we pass from the sale 
to the more uncertain trades. The returns (0 
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similar classes of capital in British railways 
is 3°43 per cent., 3°64 per cent., 3°48 per 
cent. respectively. The low figure on ordinary 
railway stock is due to watered capital—the 
return on ordinary stock, not including what 
the Board of Trade calls ‘nominal additions,’ 
being 4°28 per cent. Even the Board of 
Trade’s emendation does not eliminate any- 
thing like all the ‘water’ in the capitalisation 
of our railways, and it is really impossible 
to say what the real return is. 

But this consideration brings us to the 
centre of the difficulty, which meets us as soon 
as we try to discover what profits really are. 
None of the figures given can be accepted as 
a final test of the profits earned in industry, 
even if we had any basis for comparison; for 
the distribution of profits may be made on a 
purely nominal capital which bears no rela- 
tion either to the amount of the original 
investment or to the present value of the com- 
pany’s plant and assets. Shares may be 
allotted on the formation of a company to 
promoters or venders quite out of proportion 
to the value of the property bought by the 
company, while an even greater source of 
uncertainty lies in the fact that a joint-stock 
company’s capital may gradually become 
watered through insufficient allowance for 
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depreciation and renewals. A company which 
fails to write down the value of the items on 
the assets side of its balance-sheet to their 
real value as fast as they actually deteriorate, 
represents its capital to be greater than it 
really is. But there is at present no means of 
knowing whether this has been done or not. 
Discussing this question of the meaning to 
be attached to the assets of joint-stock com- 
panies, Mr Withers writes as follows :— 
‘Knough has been said to show the glorious 
uncertainty that must always remain in the 
minds of all inquirers who try to peer behind 
the figures in search of facts. This uncer- 
tainty arises from three main causes—stock- 
in-trade, repairs and upkeep, and depreciation. 
No one can be certain that stock-in-trade has 
been taken at figures which are justified by the 
facts of the moment when the accounts were 
made up; and if certainty were attainable on 
this point, there is always the possibility that a 
change of fashion or a bad season may make 
part of it unsaleable, and reduce the valuation 
of the rest to avanishing dream. Noonecan he 
certain that repairs and upkeep of premises and 
plant have been adequately dealt with. No 
one can be certain that sufficient provision has 
been made for depreciation and obsolescence.’? 
1 Stocks and Shares, by Hartley Withers. 
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Mr Withers goes on to quote from a well- 
known auditing authority, who declares that 
‘a frequent method of arriving at a total 
amount to be written off for depreciation is 
the one which is, perhaps, the most thoroughly 
unsound that could be devised, viz., first 
ascertaining the profit without depreciation, 
then taking into account the amount of 
dividend which the directors desire to pay, 
and leaving any balance available as the proper 
amount of depreciation.”* 

A company which pursues this policy 
consistently will ultimately find that, though 
it may yield a high rate of return at first, 
before very long the earning power of its plant 
will be reduced and it will be forced either to 
be satisfied with a diminishing profit, or else 
to raise new capital to replace or repair its 
plant. In both cases the rate of distribution 
will fall; for even if the company adds to its 
capital, so long as the old capital remains on 
the books, the profits distributed, though they 
may perhaps be more than a fair return on 
the real value of the assets, will appear to be 
small, since they have to be divided over a 
larger nominal amount. 

Now, if it be true that this fault is at all 
general in company finance, it means that 

1 The Duties of Audiiors, by Pixley. 
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companies which are apparently paying say 
only 4 or 5 per cent., are earning a consider- 
ably larger percentage of profit on the amount 
which represents the real present value of 
their appliances, plant, and other assets. 

Only those who know the financial world 
from the inside, are competent to say whether 
this is the case or not. Special weight may 
therefore be given to Mr Withers’s pronounce- 
ment on this point, ‘It is commonly asserted,’ 
he declares, ‘that the shortcomings of joint- 
stock companies on this important question of 
depreciation and writing down are in marked 
contrast with the practice of private firms. 
This contention I have heard maintained by 
authorities so well qualified to judge that i 
must be accepted as generally true.’ 

The bearing of this remark will be realised 
when it is considered that the investment of 
capital in joint-stock companies is dependent 
not on the real value of its assets, which as 
Mr Withers says is quite unknown to the 
investor, but on a comparison of its dividends 
with other trading concerns or with foreign 
investments. Continued representation of the 
rate of interest as being lower than it really 
is, would not prevent those ‘in the know’ 
from investing in any particular trade, but 
the flow of outside capital into industry might 
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very well be diverted to other channels. This 
would tend to keep up the real profit rate in 
the industry, without bringing in competition 
to reduce it to a more normal level.* 

It is not impossible that these considerations 
are partly responsible for the relative dis- 
credit into which home industrials have fallen 
in the stock markets and account for the fact 
that very little new capital has been taken 
from the London market for many years past 
by home industries. The capitalising of British 
industry seems, in fact, to be becoming more 
and more a close preserve for the re-invest- 
ment of profits made in business, or for the 
floating of companies which raise their capital 
privately, from a narrow circle of persons. 

Such a tendency would affect wages in two 
ways: (1) the check to flow of capital would 
prevent an expansion in the demand for labour, 
and (2) the low rate of distribution on inflated 
capital would generally be used as an argu- 
ment to prevent a rise of wages. In this latter 
connection, it is to be observed that the long- 

17The importance of ‘appearances’ in finance as con- 
trasted with the real conditions 1s shown by the action of 
Companies whose dividends become very high. In such 
cases it is common to distribute a share-bonus, which 
without affecting the real investment, increases the 
nominal amount of capital, and so lowers the nominal 
rate of dividend, as an excessively hig’ 


bad and may attract competition, or 
polists, a demand for state control, 


h rate of interest looks 
in the case of mono- 
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continued payment of a given dividend sets up 
a vested interest, and the stock of a company 
is commonly bought and sold in the belief 
that a particular distribution will be continued, 

The man who buys shares, at £300 per share, 
on which 15 per cent. has been distributed in 
dividend, invests his money at 5 per cent, 
in the hope that the dividend will be retained 
at that figure, though such a rate perhaps 
cannot be justified as a permanent charge on 
the undertaking. If the new-comer takes 
over a share from an original holder, the latter 
converts his claim on the business profits into 
cash, capitalising it at somewhere about the 
market rate of interest. If he then invests in, 
say, Government Stock, he is able to secure a 
permanent income in exchange for his chance 
of a 15 per cent. dividend. The purchaser of 
the stock, on the other hand, has also invested 
his money in the hope of an income and not 
unnaturally feels aggrieved if his dividend is 
eaten into by rising wages or other increasing 
costs, 

The transference in this manner of claims 
to the product of industry sets up a tendency 
for profits to be retained at a high rate merely 
because high dividends have once been paid. 
Existing shareholders, and the market gener- 
ally, always look at ivestment in this income- 


ee 
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producing light, and rarely consider the matter 
from the point of view of the original invest- 
ment or of the present real value of the 
assets. If the concern is managed exception- - 
ally well, or for some other reason is getting 
a profit which a new concern could not hope 
to get in competition with it, the high dividend 
is justified. But if the concern is only one of 
average efficiency, the maintenance of a high 
rate of dividend means that the industry is 
being charged excessive profits. 

In short, no claim to profits can be ulti- 
mately maintained on grounds of equity, 
unless it can be shown that it only represents 
a normal return on the real, as distinguished 
from the nominal value of the company’s 
assets. One of the most urgent needs is that 
the law should be entirely overhauled in its 
relation to joint-stock companies, and steps 
taken to see that the actual state of a com- 
pany’s affairs can be readily ascertained by 
the public as well as by its employees. At 
present the law makes no provision whatever 
for securing that the assets which a company 
puts upon its balance-sheet represent the 
realisable value of its property. 

On the contrary, the following points have 
from time to time been laid down in the 
courts:—(1) ‘The goodwill of a trading 
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company is fixed capital, and in ascertaining 
profits it is not necessary to make good any 
depreciation in respect of it. (2) Where 
nominal or share capital is diminished in 
value, not by means of any improper dealing 
with it, but by reason of causes over which 
the company has no control, or by reason of 
its inherent nature, that diminution need not, 
in my opinion, be made good out of revenue, 
(3) Fixed capital may be sunk and lost and 
yet the excess of current receipts over current 
expenses may be applied in payment of a 
dividend.’ 

‘All this,’ says Mr Withers, ‘is excellent 
good law, but most of it is monstrous bad 
finance.’ And again, ‘it is difficult to see why 
any one with any practical experience of 
business should take the law of the matter as 
a guide. The law is a very cumbrous, slow, 
‘and inefficient machine for preventing rob- 
bery and other crimes on the part of rogues 
and burglars in the various forms in which they 
infest society. It makes no attempt to show 
us how things should be done well.’ Whether 
we agree with the last scathing passage or not, 
it is evident that Company Law entirely fails 
to make companies reveal whether or no they 
are making unreasonable profits. 

The argument that the truth about the 
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financial standing of businesses, whether 
public or private, should be kept secret, is 
anti-social and is quite incompatible with the 
view that the State has a responsibility to see 
that the rules of the competitive game are 
duly observed. To recur to President Wil- 
son’s phrase, the State cannot possibly do its 
duty as senior partner in business if it does 
not insist on being told all the facts. Good 
concerns which have special advantages and 
are managed better than the average, have 
nothing to fear from competition, for they will 
always do better than their neighbours in 
proportion to their superior efficiency. The 
average concern has no shadow of a claim to 
make more than average profits by concealing 
facts that would encourage competition ; 
while the firm that wishes to conceal the fact 
that it is just going under, ought to be made to 
reveal its condition in order to save creditors 
and others from putting their money into a 
sinking ship under false pretences. 

It is not claimed that the considerations 
put forward above prove that profits in general 
are greater than they need be to induce busi- 
ness men to remain in industry; they only 
show that an assertion to that effect cannot be 
denied without much fuller publicity as to the 
facts of business than we now possess. 
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There are, indeed, many arguments put for- 
ward to show that there is no margin of pro- 
fits which might be squeezed for higher wages. 
It is stated on the high authority of Sir 
Charles Booth,” for example, that ‘the margin 
available for increase of wages is rather 
closely limited,’ and it is argued that if wages 
are pushed up they are likely to trench upon 
the funds that may be saved and put back 
into the business, and by so doing diminish 
the demand for labour. It is, of course, true 
that if the standard of expenditure of the 
profit-receiving classes remained unchanged, 
an increase of profits would necessarily increase 
saving. But, as we have seen, there is no 
guarantee that increased profits will be saved 
and not spent. A generally high level of pro- 
fits may have the effect merely of raising the 
standard of expenditure and of checking saving. 

Another argument often met with is that 
certain firms are only just paying their way, 
and if they go under there will be a still 
smaller demand for labour. But the interest 
of society as a whole, as well as of the labour 
employed in a particular trade, is that the 
least efficient producers should continually 
be eliminated and give place to those who are 


1 Industrial Unrest and Trade Union Policy, by Sit 
Charles Booth, 


Se ee eo eee a Td 
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more competent. Clearly this view cannot be 
pressed to extremes, but to keep down wages 
on the ground that one or more firms cannot 
afford to pay more is to put a premium on 
inefficiency. The process of substituting the 
better for the worse is always going on in 
business, and though in any particular case it 
is hard to draw the line, it is clear that if 
profits in the majority of businesses are above 
the normal, the marginal concerns may 
safely be sacrificed or compelled to improve 
their methods by pushing up wages. 

Before leaving the question of profits, it is 
only necessary to add, in order to avoid mis- 
conception, that the grossest inequalities in 
the distribution of wealth are due neither to 
the rate of interest, nor to profits as ordin- 
arily understood, but to speculation and the 
appreciation of capital values of various kinds. 

In a rapidly developing country the value 
both of land and fixed instruments of produc- 
tion tends to rise rapidly as the incomes they 
produce increase. Those who are lucky enough 
to own these things at the outset are able to 
make their increased income permanent, by 
selling out at top prices and reinvesting in the 
manner described in the previous chapter. 

Again, the successful speculator is able to 
transfer immense sums of money from other 
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people’s pockets to his own.. An instance of 
the amount of money to be made by those 
who know how may be seen from a calcu- 
lation of the fluctuation in the value of 
United States Steel Common. A few years ago 
the Steel Corporation was paying 2 per cent, 
on its ordinary stock, and putting a lot of its 
profits back into the business. But in 1910 the 
directors decided they could pay more and 
raise the common stock to a6 per cent. basis. 
The effect was that the stock which stood 
at 83 in 1909, touched 100 in 1911. It is now 
thought, however, that with the lower tariff, 
keener competition at home as well as abroad, 
the Corporation will strengthen its position by 
reducing the ordinary dividend again. If it 
drops its distribution to say 8 per cent. the price 
may goto$50. As the common stock amounts 
to $500,000,000, the following table represents 
the amount that might have been made by those 
who were clever enough to foresee what would 
happen, or by those who had inside knowledge, 





Market Price 
0 Total Value of Stock 
Steel Commons 











1908 $30 epee se Appreciations 
1911 | $100 $500,000,000} *850,0C0,000 
1914 $50 $256,000,000 { Depreciation= 


$250,000,000 
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Those who speculated continuously during 
the first period as bulls and during the second 
period as bears, stood to gain between them 
the total of these two sums representing 
change in capital value—viz., $600,000,000. 
Wealth to this extent would have been trans- 
ferred to the pockets of the successful specu- 
lator from the pockets of those who were 
foolish enough to sell when prices were low 
and to rush in and buy when prices were high. 

The speculator, who directs attention to 
new resources, points out new ways of satis- 
fying old needs, and generally watches the 
signs of the commercial sky, performs a useful 
service to the community. But when special 
knowledge gives power to control markets, 
when the concentration of the control of 
capital into one or two hands enables monopo- 
lies to be established, and when the tempta- 
tion to make money on the Stock Exchange 
leads to an unholy alliance between ‘industry’ 
and ‘finance,’ the presumption that the specu- 
lator is getting merely the value of his services 
to society vanishes into thin air. ‘Profits’ per- 
form a definite and important function in the 
existing economic order. But the argument only 

applies to fair and reasonable profits, and does 
not justify what Mr Brooks has aptly termed 
the ‘excesses of the competitive system.’ 
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CHAPTER V 
GRADES OF LABOUR 


Ar a public discussion on the theory of wages, 
the writer was once asked what was the 
economic principle which determined that a 
bishop should get £5000 a year! while a plumber 
gets 80s. a week, and whether, if the prin- 
ciple was good for the bishop, it was also good 
for the plumber. The object of the present 
chapter is to supply a part of the answer to 
this admirably suggestive question, by raising 
in a general way the causes of differences n 
remuneration in different occupations. 

In Chapter II. we spoke of labour as though 
it were something of simple substance to be 
bought at a uniform price by the yard or by 
the pound, like cloth or tea; but what we have 
in fact to deal with is a nation comprising 
many millions of persons, all receiving incomes 
-of various sorts and sizes. Putting on one 
side for the moment the incomes of those who 
live upon the interest from their capital, or 


the rent of land, how are the great differences 


_ ? The questioner’s statement is misleading, for though 
it is true that the stipend of bishoprics in this country 
averages over £4000 a year, this figure is not net, income, 
for the bishop’s expenses, charitable and otherwise, very 
much reduce his real ‘salary.’ 
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in the amounts paid for various kinds of ser- 
vices to be accounted for? 

If every one was free to follow his own inclina- 
tions, and if society put no barrier in the way, 
differences in wages and salaries would largely 
depend on the remuneration that would have 
to be offered in order to induce people to 
undertake various tasks, that is to say, it 
would depend on the nature of the work to be 
done. Adam Smith mentions the five follow- 
ing conditions that affect the number of 
persons who offer themselves for different 
employments :—‘ Firstly, the agreeableness or 
disagreeableness of the employments them- 

selves; secondly, the easiness and cheapness, 
or the difficulty and expense of learning them; 
thirdly, the regularity or the irregularity of 
employment in them; fourthly, the small or 
great trust which must be imposed in those 
who exercise them; and fifthly, the prob- 
ability of success in them.’ These points are 
elaborated in a well-known chapter of the 
Wealth of Nations in very great detail, but it 
is unnecessary to enter into the discussion, for 
the points can easily be illustrated from the 
yeader’s own experience. 
It is, however, important to bear in mind the 
precise way in which these differences affect 
wages. Neither agreeableness, risk, cost of 
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training, regularity, nor responsibility gives an 


-absolute criterion for determining differences in 


wages or salaries; for itis impossible to establish 
a measure of disagreeableness or risk. Is the 
work of a miner, for example, twice or twenty 
times as risky or difficult as that of an agricul- 


tural labourer? These considerations, in fact, 


simply operate in so far as they affect the supply 
of labour willing to undertake different tasks. 

Take, for example, the probability or 
improbability of success. At the present day 
the desire in all classes of society is for security. 
In the case of the professional classes it seems 
that there is a marked preference for the 
Civil Service, with its assured pension and 
security of tenure, over any other calling 
where a man has to fight for his place. The 
salaries offered in the Civil Service, therefore, 
tend to be kept low in relation to more ‘risky’ 
occupations. But if a change were to come 
over public sentiment, and the sporting instinct 
to ‘make one’s way’ became predominant, 
the ‘risk’ premium would disappear and 
people would take chances for nothing or 
next to nothing, The extent, therefore, of 
the premium that will be paid for risk-taking 
depends on the number of people willing to 
take chances in comparison with the demand 
of society for work which involves risk. 
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Adam Smith has left out from his list, 
however, one of the main causes of differ- 
ences in remuneration, which arise, not 
merely from willingness or unwillingness to 
undertake various tasks or from lack of 
training, but also from differences in natural 
ability. A particular kind of skill which is 
‘specially needed by the community will 
command a high price in proportion to the 
-limited number of people who possess it. Ti, 
on the other hand, a particular quality is very 
generally possessed by all, it will not be 
necessary to offer a high price for it. The 
distribution of inherited industrial quality in 
the community is a question on which, at 
present, our knowledge is very incomplete; 
nor is it elear what capacities are really inborn 
and what are acquired during early life. But, 
however they may arise, such dilferences 
operate in the same way by affecting the 
supply of labour of a given kind. 

A case in which a remarkable change in 
scciety’s valuation of a particular kind of 
skill has taken place is quoted by Dr Mar- 
shall, who points out that elementary and 
other education has taken away much of the 
scarcity value of trained ability of various 
kinds. ‘A striking instance is that of writing. 
It is true that many kinds of office work 











72 CAPITAL AND LABOUR 

require a rare combination of high mental and 
moral qualities; but almost any one can be 
easily taught to do the work of a copying 
clerk, and probably there will soon be few 
men and women in England who cannot 
write fairly well. When all can write, the 
work of copying, which used to earn higher 
wages than almost any kind of manual labour, 
will rank among unskilled trades.’ 

There is here no ethical or moral considera- 
tion involved, copying has not become less 
meritorious; it is merely that society has 
less need to induce people to do the work ot 
copying. From the economic standpoint, in 
fact, there is no such thing as an abstract con- 
ception of skill, There is only the fact that 
the number of persons competent to perform a 
given task is more or less limited. Differences 
in wages depend on these limitations, which 
are caused, partly by lack of will to undergo 
the necessary training, partly by the inherent 
absence of ability, and partly by unwillingness 
to undertake tasks which are regarded as un- 
pleasant or undesirable, which make too great a 
. tax on the powers of concentration, or which 
involve the taking of responsibility. 

Hl; | This line of argument, however, by no means 
ie disposes finally of the matter, for it depends 
on the assumption that every one is at liberty 








hal 


GRADES OF LABOUR 73 
to follow his own inclination—-an assumption 
which is notoriously far from the truth. The 
number of persons available for any occupation 
depends enormously on the form of our social 
structure, which is split up into grades between 
which there is no general ‘right of way.’ 

In this respect the nation is divided up like 
a many storied building, of which the lowest 
floor is thronged with people, some of whom 
are at the bottom because they have inherited 
no industrial capacity of any kind, or were 
‘born tired,’ as the saying is, and so perhaps 
have come down from one of the upper 
stories in which there was no room for slackers; 
some are there because they have been so 
busy earning a bare livelihood that they have 
never had a chance to force their way to the 
narrow stairway leading to the floor above. 
The first floor is not quite so over-crowded as 
the ground floor and the number of occupants 
in the upper stories dwindles as one nears 
the top. It is true that there is an educational 
ladder by which certain fortunate persons are 
able at the outset of their career to mount from 
the bottom to one of the upper stories; but 
the number who are able to do so is still 
lamentably small. 

An employer, in a letter to The Times, 


written to show that ‘any person familiar 
er. D 
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with modern industrial conditions knows 
that the university scholarship is practically 
out of the reach of the average boy engaged 
in industry,’ gives the following figures for 4 
large town with which he is intimately 
acquainted :—80 per cent. of the boys are 
forced by economic conditions to leave 
_ school and begin earning at the minimum age 

allowed by law. There are now 20 per cent. 
left, and many of these pass on to the second- 
ary schools only by extreme sacrifice on the 
part of their parents. Only the sons of the 
more prosperous tradesmen, however, can 
afford to remain longer than two years at the 
secondary school, It is not unfair to state 
that in one large industrial town only 2 per 
cent. of the boys are able to continue their 
studies in the grammar school from which the 
university scholarship is procurable; and 
this small percentage often consists of the 
sons of people who do not really require 
financial aid at all, although they are legally 
entitled to claim it.’ 

So far as adults are concerned, the chance 
of rising one or two stages in society grows 
increasingly remote as the years between 20 
and 80 pass by. In some industries, it is true, 
many of the higher posts are recruited from 
the ranks below, and this is especially the case 
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where the work done trains men to under- 
stand all the processes of the business. 

In the case of the cotton trade, for example, 
an instructive investigation by Professor 
Chapman! into the recruiting of the employ- 
ing class from the wage-earning classes shows 
that, in a particular weaving district, no less 
than 63 per cent. of the employers were 
employers of the first generation. Similar 
results were shown in a cotton-spinning town. 
This represents a much greater degree of 
vertical mobility than might have been 
expected, and it would be difficult to say 
whether it is due to the pushfulness of the 
Lancashire character, or to the special cir- 
cumstances of the trade. In highly-capitalised 
industries like the iron trade, however, the 
result would certainly be very different, and 
though we have not sufficient information to 
make specific statements about industry as a 
whole, in view of the special training required 
for the higher posts, it seems that only in 
exceptional cases men can rise from the ranks, 

While, therefore, it is true that the educa- 
tional ladder or the occasional chance of 
rising in one’s employment, means _ that 
society is not divided up into grades to any- 
thing like so rigid an extent as in the caste 


1See Statistical Journal, February, 1912. 
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system of India (which is partly based upon 
the monopoly of different employments), it 1s 
stil substantially correct to say that the 
numbers on any one floor of the social edifice 
are recruited in the main from their own 
descendants. The doctor’s son has a better 
chance of becoming a doctor than any one 
else; while the artisan’s son, partly perhaps 
for reasons of heredity, but still more for lack 
of opportunity and the conditions of his 
early life, has a comparatively slender 
chance of finding his level in any other grade 
than that in which he was born. 

The supply of labour of a given kind, there- 
fore, largely depends on the rate of increase 
of various social classes. But it is notorious 
that although the relatively high pay of the 
professional classes is an indication that 
society badly needs the services of doctors, 
teachers, scientists, and persons with the 
capacity for managing and taking respon- 
sibility, the ‘natural increase’ of these classes 
is slow, whereas the birthrate amongst the 
lowest grades of society is relatively high. 
This point is illustrated by the following table, 
showing the birthrate in various London 
boroughs, roughly grouped on a poverty 
basis in proportion to the number of domestic 
servants kept per 100 families :— 
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Number of Domestic Total Corrected 
Group. Servants per 100 Birth-Rate 








Families, for 1903. 
I Under 10 81-56 
2 10-20 25-82 
3 20-30 25:63 
4 30-40 25-50 
5 40-50 25-36 
6 Over 60 20-45 





An even more striking illustration is con- 
tained in the following figures, given by Dr 
Ogle in the Statistical Journal for 1890, show- 
ing the age of marriage in various occupations. 

AVERAGE AGE OF MARRIAGE, 


BACHELORS. SPINSTERS. 
Miners ‘i é ; 24 22-4 
Artisans . A 7 25:3 23-7 
Shopkeepers : 26-6 24-2 
Professional and Tides 
pendent Classes . 31-2 26-4 


The late age of marriages of the profes- 
sional classes is very largely caused by the 
long period which elapses before a man 
arrives at his maximum earning capacity. In 
the case of miners and in many unskilled 
employments, this maximum earning-point is 
reached in very early manhood. It is a well- 
established fact that late marriages mean 
small families, and, though this tendency 
may to some extent be offset by the larger 
number of survivals among the well-to-do, 
there is little reason to doubt that the rate of 
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increase on the lower stages of the social 
edifice is much greater than at the top, and 
this disproportionate rate of increase is very 
inadequately met by the chances of rising in 
the social scale. 

While these considerations have been in- 
fluencing the supply of various kinds of labour, 
the work of those at the bottom has become 
relatively less important than that of those 
at the top. We have been learning how to 
do without manual labour in many directions, 
but there has been an increasing demand for 
the work done by the professional classes. 
There are practically no ways of economising 
labour in the medical or other professions, 
but as the general prosperity of the country 
has increased there has been more doctoring 
to be done; the entry has, however, been 
blocked by the great expense and. length of 
training needed and by the small ‘natural 
increase’ referred to. 

Relative wages may thus be looked at from 
two points of view. On the one hand, they 
indicate the call of the community for different 
kinds of work in view of the number of com: 
petent people available; and on the other, 
they indicate the response of the nation to this 
call. They are, in fact, an attempt to adjust 
the nation’s human resources to its needs, 
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But the adjustment is rendered incomplete 
by the lack of equal opportunity to respond 
to the community’s invitation. So long as 
these barriers are in the way, the graduations 
of the wage system cannot be considered as 
in any sense equitable. 

‘The rate of earnings,’ writes Dr Marshall, 
‘which are required to induce a sufficient 
number of people to become surveyors is, 
in economic phrase, the “normal” rate of 
surveyors’ earnings. This normal rate 
has no claim to be an absolutely just 
rate; it is relative to the existing state of 
things here and now. It might be altered 
without any fundamental change in the 
rights of private property; the normal earn- 
ings of a carpenter and a surveyor might be 
. brought much nearer together than they are, 
by even so slight an improvement in our pres- 
ent social arrangements as the extending to all 
persons of adequate natural ability the oppor- 
tunity of receiving the training required for 
the higher ranks of industry.’ 

It is hardly necessary to argue the point 
that such opportunities must be given before 
the wage system can satisfy the sense of 
justice, not only of artisans and _ skilled 
workers, but of all grades of labour to the 
very bottom. 
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“A rate of pay,’ writes Professor Taussig,! 
‘for common labourers much lower than that 
for other labourers is assumed by most people 
to be part of the order of nature. But it is 
by no means a matter of course; and it is 
very much a matter of regret. Freedom in 
the choice of occupations is one of the most 
important conditions of happiness, and the 
traditional position of common labour is due 
to the absence of such freedom. The dis- 
parities in earnings and in social position, of 
which this is the most glaring, are not con: 
sistent with the ideals that are dominating 
the civilised world, They are most of all 
inconsistent with the aspirations of democ- 
racy. It is probable that, even with the 
removal of all artificial barriers to free move- 
ment, common labour would still remain, as 
its present name implies, the most common 
and the least paid. But such great dis- 
crepancies as the world has hitherto accepted 
as a matter of course are not inevitable. 
They bring grave social dangers in the inten- 
sification of class prejudices and class strug: 
gles. They bring a false attitude in the rest 
of the community towards all manual labow, 
an unworthy contempt for indispensable 
work,’ 


1Taussig: Principles of Economics, Vol. i. 
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CHAPTER VI 
LOCAL VARIATIONS IN WAGES. 


In addition to differences between various 
grades of labour, wages also vary very 
greatly between urban and rural districts, 
as well as between different parts of the 
country. Of course, the cost of living also 
varies a good deal in the same way; but even 
when allowance has been made for differences 
of expenditure, we still find very great diver- 
gences in the real remuneration of labour in 
different localities. It is not possible here 
either to give a detailed account of these 
variations or to discuss the relative impor- 
tance of the complex causes that produce 
them. The following general statements may, 
however, serve to fill in outline this gap in the 
discussion of the wages system :— 
1.—Local variations of wages are in the main 
to be accounted for by differences in the char- 
acter and conduct of the people, which result in 
differences in the value of the work done. These 
influences are partly racial, partly climatic, and 
partly a matter of habit and tradition. 
2.—A low level of wages is, however, itself a 
cause of inefficiency, and there is a strong pre- 
sumption that if the level of wages in low-wage 
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districts could be raised, employers would find 
that they would be repaid in the long run by the 
better work obtained from their work-people.’ 
3,—With the opening of new sources of 
food-supply during the last sixty years, with 
the discovery of means of economising labour 
in rural occupations (which together have 
caused a relative fall in the price of foodstulis), 
British agriculture has been unable to find 
employment for a large rural population, 
except at relatively low wages. If labour had 
been perfectly mobile, rural depopulation 
would have taken place far more rapidly than 
it has done, and have left only a small supply 
of labour in the country (as has happened, 
for example, in Lancashire), which being set 
to work in the most advantageous manner, and 
with labour-saving devices, would have con 
manded a wage more in proportion to the 
rising standards in the country as 2 whole. 
4,—But labour is far from being mobile 
and in districts where no important indus- 
tries have arisen to draw men away from the 


1I¢ is said that when an East Anglian labourer migt ates 
to, say, Yorkshire, he soon becomes worth the higher 
wages paid inthe North. The reasons for this at (1) 
that it is usually the most enterprising men who migrate; 
(2) the climate is more bracing ; (8) his companions show 
more energy in their work; (4) the higher wage enables 
him to be better fed ; and (5) he is employed in a system 
of agriculture where labour is economised and used to the 
best advantage. But it is exceedingly difficult to say 
which, if any, of these influences predominates. 
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fields, it has required a long period of relatively 
low wages to produce the necessary amount of 
migration. During this period the standard 
of living has been affected and efficiency 
diminished through insufficient expenditure— 
particularly in housing accommodation. 
5.—In any case it takes some time for high 
wages to react on efficiency, and during the 
waiting period a high wage cannot be main- 
tained unless it is paid by all employers alike. 
The need of common action in this respect is 
the justification of Wages Boards in the case 
of sweated industries, and explains why they 
have the support of the best employers. 
For the same reason the system is probably 
a desirable one in the case of agriculture. 
6.—But farm wages will not be effectively 
raised in low wage parts of the country unless 
either there is a great increase in the pro- 
ductivity of labour or else men are assisted 
to move freely into other parts of the country 
leaving agriculture to be carried on in a 
labour-economising manner. One or other 
of these conditions is essential for the success 
of any attempt to raise the level of 


Agricultural wages." 


1The idea that wages are kept down by high rent 
is not, broadly speaking, in accordance with the facts, if 
we look at the country asa whole. For the districts 
where wages are the lowest are also those where rents 
are lowest. : 
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7.—The influence of the cost of living on 
local variations is often misunderstood. The 
recent Report of the Board of Trade on the 
Cost of Living shows that differences in the 
prices of commodities in different parts of the 
country are far less than is commonly sup- 
posed. On the other hand there are very con- 
siderable differences in rent. In this connec- 
tion the important point to bear in mind 
is that high wages are not paid because rent 
is high, but that rent is high because con- 
ditions are such as to make it possible for 
employers to pay high wages. The economic 
advantages of producing in an industrial 
centre make it worth while to concentrate 
and to pay the high prices for land which 
such concentration involves. But as soon 4s 
these advantages are insufficient to com- 
pensate for the physical difficulty of crowding 
many persons on to one spot, employers wil 
begin to move away. It is not unreasonable, 
therefore, that an employer who moves out of 
a town on the ground that it is no longer 
worth his while to pay this ‘site’ tax, should 
pay lower wages in proportion to the reduced 
rents that his employees have to pay—the 
reduced rent being also the measure of the 


business advantages that he himself has 
foregone, 
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CHAPTER VII 
WAGES AND PRICES 


THE recent industrial unrest has been so 
clearly associated with the increasing cost of 
living caused by rising prices, that the ques- 
tion of the effect of price movements on wages 
calls for special consideration. It is evident 
that when there is a rise in the price of the 
goods on which a wage-earner spends his 
money, if his wages do not increase in pro- 
portion, he is worse off than before. His 
‘real’ wages—that is, the purchasing power 
of his money income—falls, A rise of prices 
is therefore generally regarded as a legitimate 
argument for a rise in wages, and the reason- 
ing has done service in countless discussions 
between employers and employed during the 
last few years. 

At the outset, it is important to distinguish 
various kinds: of price movements. In the 
first place, even if the general level of prices 
remained unchanged over a long period, 
there would under present conditions be alter- 
nate changes up and down according to the 
state of trade. When trade is good, and credit 
is being freely given to traders, prices rise. 
But sooner or later the reaction sets in, 
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credit is restricted, and prices come tumbling 
down. The Index Numbers in common use 
show these periodical fluctuations very 
markedly; but the figures given apply, as a 
rule, to wholesale prices, and when we come 
to examine retail statistics, we see that these 
temporary ‘cyclical’ movements hardly effect 
the prices paid over the retail counter at all. 
From the point of view of the worker as a 
consumer, we can afford then to disregard 
the ups and downs in the wholesale markets: 
if notice is taken of them at all in wage bar- 
gaining it would be on the ground that a 
rise was evidence of good trade so that masters 
could afford to pay more, and not on the 
ground that they involve the wage earner in 
increased expenditure. (This consideration 1s 
further elaborated in a subsequent chapter in 
connection with the use of sliding-scales as 
automatic indices of wage changes.) 

There are, moreover, special changes, some 
times of a permanent kind, in the case of 
individual commodities in which particular 
events concerned with production radically 
affect supply. The discovery and extension 
of the system of beet-sugar production has 
reduced the price of sugar in the last half of 
the nineteenth century by something like 
two-thirds—a fall far greater than in the case 
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of any other wholesale commodity. Lately, : 
however, the price has been slightly rising, for, : 
since the abolition of the continental bounty | 
system, sugar has hardly been able to hold its 
own in the competition of different products 
for the available agricultural land of European 
countries. 

Similarly, other articles of commerce have 
been moving in various directions according 
to harvest conditions, and changing methods 
of production, quite independently of the 
general movement of prices. So that even if 
no change in the average of prices occurred, 
statistics would reveal a very large number of 
individual changes. Such movements are an 
inevitable accompaniment of economic devel- 
opment, and they serve the very important 
function of directing the flow of capital, of 
labour, of business ability and the skill of 
scientists and inventors to those ends where 
they are most required by society. They are 
the ‘indicator’ of the economic machine, their 
effects being closely allied to the causes which 
produce them. Many such changes are, 
indeed, permanent, and are a reflection of the 
fact that there has been fundamental altera- 
tion in the amount of human effort needed 
for the production of different kinds of 
economic goods. Individual changes of this 

















88 CAPITAL AND LABOUR 
kind, do not, however, enter into the general 
question of wages. 

But in addition to these special cases there 
are more general movements of prices, that is 
to say, changes which are sufficiently wide- 
spread to raise or lower the average of all 
commodities. Such changes mean that an 
alteration has occurred in the real value of the 
monetary standard, which in most commercial 
countries of the world means gold. 

If the majority of goods are higher in price, 
there is a fall in the purchasing-power of gold 
(as well as of the silver currency, which con- 
sists of token coins standing for fractional 
parts of the gold sovereign, and of notes, 
cheques, etc., which are paper substitutes 
convertible into gold), In other words gold 
(with the whole system of currency dependent 
on it) has fallen in value, for a given quantity 
of it exchanges for fewer goods than before. 
A rise in the general level of prices may thus 
be regarded either as an appreciation m the 
value of goods, or as a depreciation in the value 
of money.! 

If a rise of prices occurs on account of an 


increased supply of gold, the development of 


1 : ; 

ay ee 2 discussion of the relation between money 

Brio A see the author’s Introduction to the Study of 
4 80 an article on ‘The Economic Effects © 


ine and Falling Prices, in the Sociological Review fot 
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credit or any other influence affecting money, 
the change tends in the long run to affect all 
commodities and services alike. Increasing 
demand means that producers get more for 
their goods than before, profits rise, the 
demand for goods on which those profits are 
spent is increased, and the influence goes on 
spreading over the whole economic field. The 
standard of value becomes cheaper and ulti- 
mately all prices, incomes, salaries, and wages 
will tend to be readjusted on a new level. 


But, unfortunately, this tendency is slow; 
many incomes take a long time to rise, and in the 
meantime some persons are better and others 
worse off than before. Those who have goods 
to sell, receiving money in return, get a larger 
income, while those whose incomes are fixed by 
law, by custom, or by economic friction, receive 
the same money as before, but find that its 
purchasing power is less. It is not, however, 
quite accurate to suggest that all producers 
and profit-receivers benefit while all salaried 
persons and wage-earners suffer in times of rising 
prices, and we may, therefore, with advantage, 
make a little closer analysis of various classes of 
incomes according to the response which they 
make to a general upward movement of prices, 
Three classes are to be distinguished: (1) those 
who benefit: (2) those to whom the movement is 
a matter of indifference; and (8) those who are 
harmfully affected by it. 

(1) Those who benefit from rising prices.— 
In this group are included all sellers of 
goods whose expenses do not rise as fast as 
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prices. Wages, for example, do not usually 
move up easily as prices rise, and therefore a 
producer who is able to keep down his wages bill 
finds his profit rising at a greater rate than 
general prices. Such a man not oaly maintains 
his old position, but actually finds the purchasing 
power of his income increasing. In the same way 
business concerns which have a large debenture 
or fixed interest charge are very weil off when the 
price of their product rises through an increase 
in demand; and the ordinary shareholders reap 
the benefit in rapidly rising dividends. Farmers, 
mine-owners, etc., whose payments for rents and 
royalties do not change much are also to be 
included in the same category. The first of these 
three classes is, however, perhaps the most impor- 
tant, for the chief feature of a period of steadily 
rising prices is that profits go on increasing fast, 
while wages lag behind, except in a few specially 
favoured industries. 

(2) Those wnaffected by rising prices.—The 
second class includes all producers whose cost of 
production rises at the same rate as prices (for 
in such cases profit must also necessarily increase 
at the same rate as prices, that is, it has a 
constant purchasing power), all persons paid com- 
mission on the money value of business done, such 
as auctioneers, brokers, etc., and wage-earners paid 
on a sliding-scale which varies with prices. 

(8) Those who suffer from rising prices.—In 
class three are included all receivers of fixed 
interest, holders of mortgages and debentures, 
holders of government stock, and all producers 
the price of whose goods is fixed by custom oF by 
law, and does not, therefore, move up in times of 
rising prices. Under this head we should include 
railway companies, cab proprictors, newspapers, 
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etc. Among the professional classes, civil ser- 
vants, lawyers, and clerks do not find that their 
incomes move rapidly in times of rising prices, 
while as for the working classes it is true to say 
that in the great majority of cases no conscious 
attempt is made to make wages vary with prices; 
with the result that the adjustment is only made 
after many years of imperfect competition, 
friction, strikes, and other indications of discon- 
tent. In those occupations where no machinery 
exists for the frequent redetermination of the 
wage contract and where organisation is non- 
existent, wages respond least readily to any 
upward movement of prices. 

We cannot here discuss the economic advan- 
tages and disavantages of Trade Unionism, 
which are dealt with in the following chapter, 
but it would generally be admitted that Trade 
Unions are often able to hasten the upward move- 
ment of wages at times when the force of com- 
petition alone would take many years to work out 
an adequate readjustment. The pressure of 
public opinion is also another means of hastening 
such movements, and it is found by experience 
that the Government is more ready to accept 
an argument based on the rising cost of living 
than private employers, who almost always make 
their arguments as to wages turn on their ability 
or inability to pay more, without always clearly 
indicating what is the test of their ‘ability to pay.’ 

The alteration in the distribution of real 
wealth, caused by the fact that certain classes 
secure a larger proportion than before of the 
money wealth of the community, involves a 
serious disturbance of economic relationships 
only if the rise of prices is long continued and has 
time to work down through wholesale to retail 
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markets. But if the movement persists, the 
working classes as a whole are unable to catch up 
the price movement, even though they secure a 
series of advances in wages. 


The effect of such a disturbance is most 
severely felt by the lower paid grades of labour, 
for in such cases there is very little margin, if 
any, for curtailing expenditure without trenching 
on the amount that ought to be spent on food, 
warm clothing, and other things needed to main- 
tain health and physical well-being. Unfortu- 
nately it is in such cases that the greatest difii- 
culty arises in securing a rapid change of wages— 
a difficulty which is particularly marked in the 
case of the enormous numbers of men all over the 
country who are employed at miscellaneous and 
odd work for a customary wage such as a pound 
a week or 3s, 6d.aday. How many householders, 
for example, in provincial towns, have raised the 
wages of their jobbing gardener since the rise of 
prices began some fifteen years ago? 

_ In view of the social importance of maintaining 
the standard of living, especially among the 
poorer classes, it is obviously desirable either 
that our currency system should be modified in 
such a way as to present a long-continued upward 
movement of prices; cr else that it should be 
made easier for wages to vary with prices. The 
latter proposition requires improved machinery 
for the frequent readjustment of the wage in 
those cases where wages are determined for large 
groups at a time, and in the case of miscellaneous 
labour a better appreciation on the part of 
employers of such evidence as exists to show when 
a rise in the cost of living occurs, together with 
& willingness to offer higher wages without wait- 
ing for the pressure of competition—a, pressure 
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which may never become effective in the course 
of a lifetime. 

In any discussion of this question, however, 
it is very important to be certain that we are 
dealing with a rise which is due to monetary 
causes, and not to one that is caused by 
fundamental economic changes. This caution 
is necessary because the figures usually quoted 
as representing the general level of prices, 
as a rule, only refer to raw materials, food- 
stuffs, or articles in the first stage of manu- 
facture, on account of the almost insuperable 
difficulty of getting standard quotations for 
manufactured goods which are continually 
changing their character from year to year. 

A measure of wheat or a gallon of milk 
remains essentially the same from century to 
century, but taxi-cabs, gramophones, boots, 
and even houses are always undergoing a 
process of development. In consequence of 
this technical difficulty, what is called a rise 
of prices may, as a matter of fact, be only a 
rise in the price of food or of raw materials, 
whereas the cost of manufactures may have 
actually been falling. 

This possibility radically affects the prob- 
lem of whether a price movement is an ade- 
quate reason for a readjustment of wages. 
Speaking broadly, it may be said that, in the 
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case of manufactured goods, the progress of 
industrial science and the enlargement of the 
world’s markets tend to increase the scale of 
production, and, by diminishing the outlay of 
labour and capital required to produce a given 
result, to lower the cost of production: 
whereas in the case of agricultural and mining 
products, an increase in supply can only be 
obtained by a larger expenditure of labour and 
capital, that is, at an increased cost. 

In the case of agricultural products, 
science may help us to meet the difficulty; 
but organisation and specialisation do not 
have nearly the same influence in adding to 
productive efficiency as in the case of in- 
dustry. In the case of mining, even science 
cannot create mineral products when they do 
not exist, though it may show us how to utilise 
poorer products (low grade ores, lignite, etc.) 
formerly regarded as almost valueless. 

During the latter half of the nineteenth 
century the fear that the steady increase of 
population would soon begin to strain the 
world’s available resources of natural pro- 
ducts was set at rest for the time being by the 
opening up of new countries, which were 
brought into touch with the old-world markets 
through the development of transport and com- 
munication, This enlargement of the area 
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‘of supply made agricultural products abun- 
dant, and as the chief purchaser was Great 
Britain, our population benefited greatly from 
the cheapening in the price of food-products. 

But in recent years there has been a rapid 
growth in the proportion of the world’s popu- 
lation which is engaged in non-agricultural 
pursuits, so that the total demand for food 
and raw material as compared with manu- 
factures has greatly increased. Fortunately, 
there are still undeveloped areas of supply 
available, while there is immense room for 
improvement in the methods employed on 
the land already under cultivation. 

But we frequently discover signs of the 
difficulty in securing sufficient supplies, a 
notable example being the case of cotton, 
which, as far as Great Britain is concerned, 
comes almost entirely from Egypt and the 
U.S.A. In the latter country the cotton 
belt has already been closed in and invaded by 
corn, and great efforts are being made at the 
present day to discover new and suitable 
areas in other parts of the world for growing 
this very important material. 

The wool problem, the lack of expansion in 
the supply of meat, leather, and other animal 
products, and above all the coal question, 
are the chief cases, among many, which have 

















96 CAPITAL AND LABOUR 
caused anxiety from time to time. In view of 
the immense economies in manufacturing, 
contrasted with the lack of elasticity in the 
production of natural materials, it would not 
be surprising if the rapid growth of the 
manufacturing population of various countries 
of the world, should cause a rise in materials 
and food, and a fall in the cost of manufactures. 
In a world where specialisation has become 
international, and where both production and 
population are continually increasing, it can 
not be taken for granted either that the 
proper division of capital and labour between 
agriculture and industry will always take 
place naturally and automatically, or that 
agricultural science and expansion will pro- 
ceed exactly in proportion to the world’s 
requirements. Jn so far as these adjustments 
do not take place, the claim cannot always be 
substantiated by those engaged in industry, 
that their wage should command a constant ot 
an increasing quantity of food, clothing, ete. 
If the manufacturing population outran 
the world’s agricultural resources, and am 
attempt was made to raise industrial wages 
in proportion to the rising prices of food, the 
immediate effect would be to drive capital out 
of industry and into agriculture, or into those 
industries, such as transport, which directly 
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minister to agriculture. Iflabour could follow 
at once, the change would be a desirable one; 
but in practice, capital is far more mobile 
than labour, which is very slow in migrating, 
in spite of the most strenuous efforts of 
emigration agencies. 

It has been held, in some quarters, that the 
upward tendency of food and materials, the 
high wages in new agricultural countries, the 
export of capital, and to a less extent the 
revival of British agriculture at home, as 
shown by rising rents, profits, and even wages, 
contrasted with the halt in ‘real wages’ in 
British industrial occupations, indicates an 
over-development of manufactures during the 
last decade or so, and an attempt to draw 
back capital and labour into employments 
concerned with the exploitation of natural 
resources. 

The first step towards verifying this view 
would be to compare prices of industrial and 
agricultural products; but this is a task 
which statisticians are unable to perform, on 
account of the difficulty already referred to 
of obtaining standard quotations of manu- 
factures. The United States Bureau of 
Labour has, it is true, included manufactures 
among the commodities in its Index Number, 


and the result seems to indicate that in the 
cL. E 
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last sixteen years the prices of manufactures 
have moved up nearly as much as other prices. 
But apart from the deficiencies of the 
calculation for the reasons given above, the 
experience of the United States does not 
prove that manufactures normally move in 
the same direction and to the same extent as 
materials; for the case is complicated by the 
tariff, which has artificially raised the price of 
manufactures during the period to which the 
calculation refers, Now that the American 
tariff has been reduced, it is at least possible 
that manufactures will fall, or, at all events, 
not keep pace with the upward movement of 
agricultural products, and that capital may be 
attracted into agricultural uses more freely. 
Thus it appears, that, whereas a general 
rise of prices due to monetary considerations 
may fairly be taken as establishing a case for 
a rise of wages, an upward movement of food 
and materials not accompanied by @ similar 
rise in other goods cannot always be so re 
garded. In the latter case, it is necessary 
look at the reward of labour not merely 454 
means of consumption, but as a remuneration 
for production, Unless there is 4 continuous 
increase in efficiency, industrial workers under 
such conditions cannot, in the long run, mail 
tain the level of their real wages The balanct 
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can only be restored either by improvement in 
the methods of agriculture, resulting in lower 
prices, by the increased efficiency of industrial 
labour to such an extent that it may command 
the same agricultural product as before, or by 
the transference of labour as well as capital 
from industry to agriculture. 

But whatever light relative price move- 
ments may throw on the economic develop- 
ment of the world’s productive capacity, 
there is ample evidence to show that mone- 
tary changes are partly responsible for the 
recent increase in prices, and, so far as this is 
the case, the raising of wages merely puts 
things back as they were. This step is one of 
elementary justice, quite apart from the ques- 
tion whether, on other grounds, workpeople 
are or are not entitled to a larger share of 
the wealth they help to produce, 


CHAPTER VIII 
TRADE UNIONS AND WAGES 


THE foregoing account of the leading features 
of the wages system and of the influences 
which affect the level of wages, has prepared 
the way for a discussion of the part played by 
Trade Unions in influencing distribution. 
The man in the street is usually ready to 
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assume off-hand that Trade Unions are the 
chief influence in fixing wages; and if pressed 
for general evidence, he may either refer to the 
fact that Trade Unionism is found in those 
‘occupations which pay high wages, or else 
point out that wages have risen since Trade 
Unionism began to spread in the country. 

Both these considerations might, however, 
be equally well taken to prove that, where 
wages are high, it is possible to form Trade 
Unions, because men have money to spare 
with which to pay their contributions. Those 
who have attempted to organise wome?, 
agricultural, or unskilled labourers, have 
reason to know how poverty and uncertainty 
of status handicap the work of organisation. 
The reason alleged might, in fact, lead us 10 
suppose that the growth of Trade Unionism 
is largely a consequence and not a cause of the 
improvement in wages in general. 

It may, however, be convenient to look a 
little more closely into the evidence, to se 
whether we can discover what is the function 
of Trade Unionism in regard to wag 
Reference to the statement given in Chaptel 
III. reveals the fact that both money and real 
wages rose most rapidly in the third quartet 
of the nineteenth century. But at this time, 
Trade Union development was in its infancy: 
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The period preceding 1850 was one of great 
poverty and distress on the part of the work- 
ing classes, for though great industrial im- 
provements had been taking place continu- 
ously since the beginning of the century, the 
disorganisation of the labour market, caused 
by the industrial and agricultural revolution, 
had not passed away. 

The total population doubled between 
1801 and 1851, while the exodus from the 
country to the towns was in full swing. The 
old home industries which were being dis- 
placed by the factory system could naturally 
not afford higher wages, while even in the 
new industries the demand for labour did not 
outrun the supply, which was continually in 
excess of current needs, on account of the in- 
creasing population and of the numbers of 
women and children who were sent into the 
mines and factories. 

Effective organisation under such circum- 
stances was not to be expected, and though 
the repeal of the Anti-Combination Acts in 
1825, and the subsequent influence of Robert 
Owen caused a great outburst of Trade Union 
activity, the societies formed did not last long, 
and broke up after a series of disastrous strikes. 
But, just before the middle of the nineteenth 
century, the abolition of protection, the 
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building of railways, the development of — 


shipping, and other important changes 
caused an immense increase in the efficiency 
of production. The Mines Act of 1844 for 
bade women and children to be employed 
underground, while the Factory Acts, by 
limiting the hours of employment of women 
and children, checked their employment 
many industrial occupations. 

The consequent increase in the demand for 
adult male labour caused the most rapid mse 


of wages that had occurred since the indus | 
trial revolution, while the repeal of the Com 


Laws prevented bread from rising in price 
at a time of expanding trade. The rise 
wages coinciding with a check to the upward 
movement of prices, gave labour for the fist 
time @ margin over and above the bare cost 
of living. One of the uses made of this 
margin by skilled artisans was to contribute 
towards Trade Union funds, and enable thet 
organisations to build up effective financial 
reserves. The growth of strong permanett 
Trade Unions was a leading feature of this 
period of expansion. 

The turning-point in the upward move 
ment of prices and wages in 1874 almost 
exactly coincides with the passing of the 
Trades Union Charter Acts, which freed the 
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movement from legal disabilities. Since that 
time the number of Unions has rapidly in- 
creased, and, in particular since 1890, the 
membership of Unions has risen 50 per cent. 
But no corresponding increase is to be noted 
in wage movements, which rather show a 
considerable slackening since 1890. Other 
considerations, which have already been 
dwelt upon, have, in fact, been far more 
potent in affecting the general level of wages 
than the formation of Unions. 

In short periods, Trade Union membership 
in a large number of Unions shows upward and 
downward movements according to the state 
of trade. To a certain extent, the falling-off 
in membership when trade is bad is due to 
unemployment, and the lapsing of member- 
ship when a man’s out-of-work benefit has 
run out. But trade prosperity also has, 
doubtless, a positive effect. When a number 
of employers are competing for the services 
of a single man, the latter naturally feels in 
a position to assert his rights: that is the 
moment for the Trade Union Organiser. He 
usually rises to the occasion. Thus organi- 
sation may hasten the increase of wages in 
good years and enable the worker to take 
advantage of favouring circumstances. But 
fundamentally these temporary variations 
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of wages are clearly the result of general 
trade conditions common to Union and non- 
Union occupations alike, and cannot be 
regarded as a result of an increase of Trade 
Union membership. 

Thus a comparison of times and dates, as 
might be expected, does not carry us very far. 
All that can be said is that statistics do not 
even furnish a prima facie case that wages 
have risen more rapidly in the Trade Union 
era than in one of free bargaining between 
employers and employed. 

But though we may infer from statistics 
that combination cannot directly over-ride 
economic forces, it can undoubtedly give 
expression to and crystallise an economic 
tendency, and by creating a ‘market price’ it 
is able to generalise a movement of wages 
which in its absence might possibly take a very 
long time to spread throughout a trade. The 
discussion of wages in preceding chapters has 
shown that there is a wage which conditions at 
any given time are tending to bring about, 
namely, the sum which will adjust the supply 
of labour to the demand for it, the demand 
being determined by the ‘productivity of 
labour’ when co-operating with the available 
capital in the trade. 

Circumstances are continually tending 1 
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alter this normal wage. But it commonly 
happens that the adjustment of wages to the 
new conditions is delayed, for, as Adam Smith" 
long ago pointed out, ‘masters are always 
and everywhere in a sort of tacit but constant 
and uniform combination not to raise wages 
above their usual rate. To violate this com- 
bination is everywhere a most unpopular 
action, and a sort of reproach to a master 
among his neighbours and equals. We seldom 
indeed hear of this combination, because it is 
the usual, and one may say, the natural, 
state of things which nobody hears of.’ 

Hence, when circumstances arise that make 
it possible for higher wages to be paid, this 
tacit combination has to be broken down. 
Sometimes, when the industry is expanding 
fast, competition sends wages up at once; 
but this is usually not the case, and the work- 
man has to struggle for his rights. But if 
the employee attempts to fight alone, he is 
likely to be worsted. 

‘It is not difficult,’ says Adam Smith, ‘to 
foresee which of the two parties must, upon 
all ordinary occasions, have the advantage 
in the dispute and force the other into a 
compliance with their terms. In all such 
disputes the masters can hold out much 

1 Wealth of Nations. 








106 CAPITAL AND LABOUR 

longer. A landlord, a farmer, a master manu- 
facturer, or merchant, though they did not 
employ a single workman, could generally 
live a year or two upon the stock which they 
have already acquired. Many workmen could 
not subsist a week, few a month, and scarce 
any a year without employment. In the long 
run, the workman may be as necessary to his 
master as his master is to him; but the 
necessity is not so immediate.’ 

Professor Hobhouse, in The Labour Meee 
ment, gives an excellent parallel case: ‘A 
farmer’s wife sells her eggs at a shilling a 
dozen because that is the price this morning 
and she cannot wait. Another, shrewder, 
more patient, or less pressed for cash, scents 
a coming rise, holds back, and finally sells the 
dozen for 1/2. The weak bargainer loses, 
and if there is a class of weak bargainers it 
loses as a class all along the line. Thus it is 
quite intelligible that there should be sufli- 
cient‘ buoyancy’ in the labour market to admit 
of a rise years before it takes place if the 
labourers are neither strong nor far-sighted. 

A single employer who engages 1000 men 
combines in himself the demand for labour 
to that extent; there can be no equality i 
bargaining in such cases unless the 1000 men 
speak with one voice. For if an individual 
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man ‘dismisses’ his employer by withdrawing 
his labour, the latter only loses one-thousandth 
part of his labour supply, whereas the man 
loses the whole of his occupation. 

Again, labour is a perishable article. If a 
man loses a day’s work he cannot recover it, 
but if a mill stops for a day it is usually pos- 
sible to make up pace later. And, in any case, 
no great harm is done to the plant itself 
comparable to the loss of a day’s earnings to 
the employee. A Trade Union undoubtedly 
helps to put the workers on more equal 
terms with their employers in acuteness, 
power of waiting, and knowledge of the 
market; and in so far as it does this effectively, 
wages are raised to the point obtainable by 
equal competition, ‘The Trade Union sup- 
presses free competition in one sense but 
institutes it for the first time in another. 

But even if it is true that Unions can only 
secure the results which competition would in 
the long run produce ‘with painful steps and 
slow,’ the fact that the changes are secured 
more promptly and for all in the trade, means 
that in the aggregate a very great deal more 
must have been paid in wages than would 
have been the case if they had not existed—a 
fact which must have caused a great increase 
in efficiency, since ‘the labourer’s capacity for 
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work varies directly, up to a certain maxi- 
mum, with the remuneration of his work.’ 
Trade Unions, in so far as they enable the 
worker to bargain on an equal footing with his 
employer, help him to get the highest wage the 
employer can afford to pay, and, by so doing, 
may raise the general level of wages in the long 
run by increasing the efficiency of labour. 
The influence of Trade Unions may be more 
closely studied by tracing its effect im par- 
ticular industries. Statistics of wages given 
in Porter’s Progress of the Nation (new edition) 
enable us to see in what industries wages have 
risen most rapidly in the last half century. 
Some of the chief cases may be grouped as 
follows :— 


EE Ae ee Sm 
Industries in which Industries showing Industries in which 
Wages have not risen | an Average Wage | Wageshave risen more 


as fast as the average, movement, than the average. 
mise 2 OS UE AVETARE. | _ aU ae 
Agriculture. | Building. Tron and Steel 


Wool and Engineering. Trades. 
Worsted. Shipbuilding | Mining. 


Printing. Gas. Cotton. 
Railway Furniture. Domestic 
Service. Service. 


In three out of the four industries in the 
first of these groups, Trade Unicn organisa- 
tion is absent or incomplete, but organisation 
in the printing trade is as old as in almost 
any trade in the country. 
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In Agriculture, the difficulties of combina- 
tion are almost insurmountable. There is no 
personal contact between the large numbers 
of men employed, while the personal influence 
of local magnates and employers is against 
it. When trade was booming and wages in 
all other industries advancing by leaps and 
bounds in the early seventies an Agricultural 
Trade Union movement made rapid head- 
way, in the course of which some 10,000 
members joined the organisation, mainly in 
the eastern counties; but, as soon as bad 
times came again, the Union practically ceased 
to exist. Statistics of the wages of agricul- 
tural labourers show that there was a rapid 
rise during the years in which the Union 
flourished, but that the upward tendency 
began before the Union came into being. The 
rise is steepest in the case of the eastern 
counties, where the Trade Union was strong- 
est, and although during the years of subse- 
quent depression wages fell lower there than 
elsewhere, the special depression is due to 
the fact that, as they are almost purely corn- 
growing counties, they were more hardly hit 
by the importation of foreign cereals than 
other parts, where mixed farming prevailed. 
All that can be said is that the movement 
helped to secure a rise of wages in certain 
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localities for a time, at any rate, which the 
dead weight of custom might otherwise have 
prevented. 

In the Wool and Worsted Trades, though the 
Trade Union is a fairly large one, wages have 
not risen as fast as the average. ‘This is 
partly to be attributed to the facts—(1) that 
the industry until recent years has not been 
a rapidly growing one, and (2) that women 
have taken an increasing part in this trade. 
But lack of organisation has undoubtedly also 
been partly responsible, for, in its absence, 
the wage system has not been developed into 
anything like the same efficiency-producing 
device as it has been in the neighbouring 
county of Lancashire. 

In the case of the Railway Service, organi- 
sation even now is very incomplete, and 4 
few years ago included less than a quarter 
of the railway servants of the country. This 
is due largely to three main factors :—(1) 
There is very little constant personal inter- 
course between the workers; (2) the railway 
service is divided into a very large number of 
grades, and the desire to rise from one grade 
to another is stronger than the wish to raise 
the status of the class or grade in which the 
worker finds himself at the moment; and 
once a man has risen, he is tempted to attach 


TRADE UNIONS AND WAGES 111 
more weight to the interests of his own grade 
than to those of the main body from which he 
has risen; (8) the very attractions of the ser- 
vice all help to make combination difficult, 
by removing the pressure which drives men 
into Trade Unions in other industries. In the 
first place, the permanence of employment 
takes away the need for a Trade Union as 
an out-of-work benefit society: also, many 
of the companies provide accident and sick 
benefit, old age pensions, special grants to 
men permanently disabled and to widows. 
So that the National Union of Railwayman 
is largely a protection society for men who 
risk dismissal by asking for better conditions. 

There is no such thing as a ‘standard wage’ 
among railwaymen, for there are something 
like thirty grades in the traffic departments 
alone, and even within these grades there 1s 
no uniformity of wage. This lack of uniform- 
ity means that neither the men nor the rail- 
way companies know what average wage is 
being paid. Except at the bottom, the rates 
of pay are, moreover, out of touch with the 
general labour market, for the servants im 
the higher grades are almost entirely recruited 
from the grade below. 

The permanence of employment, and the 
certainty of a rise up to a certain point, with 
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some prospect of getting to the top, attracts 
into the service at a very low wage some of the 
steadiest and most far-sighted of the working 
classes. But even if their expectations are 
unrealised, they very rarely leave the service, 
because the special skill of the railwayman 
consists in his perfect knowledge of the com- 
pany’s system and of its time-table; and, 
except in a few negligible cases, this particular 
knowledge has no market value outside the 
railway company itself. Thus there is very 
little competition, and the forces of demand 
and supply are only very slowly, if at all, 
brought to bear on the scales of wages cus- 
tomary in the service. A strong Trade Union 
might, therefore, do a great deal in the way 
or raising wages, and in view of the peculiar 
legal status of railway companies, might 
even raise their wages above the competitive 
level at the expense of profits. But, partly 
no doubt owing to the weakness of the Union 
(for the reasons given above), wages have in 
fact risen more slowly in the railway service 
than in almost any other trade. 

At the other end of the table there are four 
industries of which three are highly organised, 
but the fourth (domestic service) is practically 
without any Trade Union at all. 

In the Iron and Steel Trades everything 15 
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favourable to the formation of a strong Union. 
(1) It is not an easy matter to get men to take 
up furnace work on account of the physical 
strain involved, and recruits are almost 
entirely obtained from country districts, very 
often from Wales or Ireland. (2) The trade 
is so highly capitalised, that wages are a very 
small item in the costs of the industry. Hence 
masters will often give way to the men’s 
demands to a very considerable extent, rather 
than risk the great loss which would be 
entailed if the furnaces had to be blown out, 

Thus we find that the wages of iron-workers 
have shown a more steep and continuous 
increase than any of the other trades, and 
these increases have been obtained with 
scarcely any actual strikes. 

Similar considerations apply in the case of 
Coal-miners. The comparative lack of come 
petition by outside labour, the living together 
of the men in a single village, and the diffieulty 
of bargaining individually with employers 
with regard to tonnage rates, which mre eon 
tinually changing and are necessarily COU 
plicated, have strengthened the Union wna 
the cohesiveness of the workers to such wn 
extent that their Union is the strongest ond 
most extensive in the country, Cowleminery’ 
wages show a very sharp rise up W the eoul 
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famine in 1900, and though the movement of 
prices was no doubt the underlying factor in 
this rise, the Union has been able to give its 
members the full benefit of the prosperity of 
the trade. After 1900 wages fell away again, 
but latterly there have been further advances, 
especially during the spell of high prices that 
has succeeded the strike of 1912. 
With regard to the Cotton Trade, Mr Wood 
writes, ‘I do not think that this excess of 
advance in the cotton trade is accidental. 
The outstanding features of the industry are 
its extensive collective bargaining, its high 
proportion of piece-work, and its encourage: 
ment of higher efficiency both in operative 
and in machine. Operating over at least half 
a century, these influences have helped to 
change the cotton trade from an ill-paid, if 
not a badly-sweated industry, to a well-paid 
and almost entirely non-parasitic one. I do 
not suggest that a high proportion of piece 
workers and high and rising wages always 
accompany each other, but in those occupa 
tions where as in combing, spinning, winding, 
warping, and weaving, there are routine pro- 
cesses similar in each mill or factory, a high 
proportion of piece-work, done under standard 
conditions, is the safest guide to progress.’ 


'Mr C. Wood, Statistical Journal, 1910. 


! 
; EFFICIENCY 10g 

The elaborate wage system in Lancashire 
has, in fact, been so constructed as to put a 
premium on the introduction and use of the 
most up-to-date methods, while getting the 
best results out of the operative. By this 
sane industrial policy the Trade Union has, 
by general admission, been largely responsible 
for the general improvement in the position 
of its members, both male and female. 

These various illustrations show that com- 
bination on the part of the workers can be a 
powerful ally in turning the conditions of 
industrial competition in their favour. Inct- 
dentally they also show under what conditions 
organisation is likely to be effective. 





CHAPTER IX 
EFFICIENCY 


One of the most fundamental lessons which 
the public generally, as well as employers, 
need to learn, is that the man who works 
| the machine is not a part of the mechanism 
| that can be driven to an indefinite extent by 
the mere process of speeding-up the engine of 
the factory. The human factor still plays a 
great part in even the most automatic Pro" 
cesses, and even from the point of view of 
profits it pays to treat human beings as such. 
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Good nourishment and ample leisure (which, 
translated into industrial terms, mean high 
wages and short hours) are in fact as essential 
to good work as are good coal for the boilers 
of the engine and sufficient lubrication for 
the machinery. 

In America, and in Germany, as well as in 
this country, experience has proved that what 
has been called ‘welfare work’! is not only 
a@ means of satisfying the humanitarian 
instincts of employers, but is also a commerci- 
ally successful device for improving the 
efficiency of business. To some extent these 
devices are suspected by employees on the 
ground that they are carried out at the 
expense of wages. But the evidence on the 
whole goes to prove that there is a distinct 
monetary gain both toemployers and employed 
from wholesome conditions in the factory and 
from attention to the physical fitness of the 
operatives. 

The argument that high wages or other 
advantages granted by a single firm attaches 
the operatives to that firm’s interest alone, 
and tends to destroy the solidarity of labour 
in working for better conditions for the whole 
trade, does not in any way affect the main 

The best known cases in this country are the Bourne 


ville experiments of Messrs Cadbury, and Mr Lever’s 
work at Port Sunlight. 
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contention, and only points to the desirability 
of making the improvements universal. 
Throughout industrial history, however, the 
way of progress has always been shown by 
enlightened individuals, and the argument 
only emphasises the desirability of levelling 
up to the best known standards. 

The economic as well a#the moral advan- 
tages of satisfactory personal relations 
needs no elaborate illustration. The saving 
of waste, the smooth running of machinery 
without continual breakdowns, and the 
mutually helpful co-operation of the various 
persons working in the same shop or 
workroom, depend enormously on the good- 
will of the staff. The difference, in fact, 
between the man who is driven and the man 
who works with a will is that, while the one is 
a perpetual drag on efficiency, the other is 
continually making the best of opportunities. 

But there is a further point. In spite of 
the lugubrious lamentations of pessimists, 
most men have natural pride in doing their 
work well, and, if given fair conditions and 
favourable circumstances, will in many cases, 
even unconsciously, do better work. In this 
connection the experiments of Abbé in the 
Zeiss Optical Works of Germany are of im- 
mense significance, and deserve much wider 








118 CAPITAL AND LABOUR 


currency than they have yet received in this 
country.’ 

When Abbé joined the firm it was working 
on a 12-hour day, but between 1870 and 1891 
he reduced the hourstonine. In 1899 he experi- 
mented with the 8-hour day and kept most 
careful account of all results, limiting the 
comparison to heffthy adult workers, who had 
been in the firm at least four years. Com- 
parison of the last year of the 9-hour day and 
the first year of the 8-hour day, showed that 
the men earned by piece-work on the average 
more than 16 per cent. more per hour when 
working eight hours a day, which means over 
3 per cent, more altogether for the shorter day. 

The indicators of the power machinery 
confirmed this result, and though much of the 
machinery was not automatic, but was drawn 
upon like a tool by the worker, according to 
the intensity of their application, the powet 
used per hour in the great bulk of machines 
was 16 per cent. greater, owing to the shorten- 
ing of pauses between operations, pressing more 
or less heavily in grinding and polishing, and 

in similar ways. 
“The workers had, for the most part, bee 
unconscious of their increased intensity of 
*See Miss Goldmark’s Study in Fatigue and Eyfictencys 


also Miss Hutchin’s article on the same subject in thé 
Sociological Review for 1913. 
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work. Many would not believe that they had 
produced more in eight hours than in nine 
until shown the proof. The figures showing 
the weekly amount of power used confirmed 
what Abbé learned direct from the men. 
Some had begun to work with feverish inten- 
sity when the new day was introduced, but 
had given it up in disgust after the first week, 
finding the effort exhausting. During the 
second week the output of these workers had 
consequently fallen below the 9-hour day, 
| but the third or fourth week they had 
| recovered their normal pace, and, unknown 
to themselves, were equalling and surpassing 
the work of the longer day.’ 

Abbé consequently came to the conclusion 
that the increased efficiency was rather 
physiological than psychological. He found 
that the vague subjective conception of fatigue 
and repair rests upon objective changes in 
) the human body, changes that can even be 
measured. If this need of recuperation is 
) neglected, the effect is like a daily-recurring 

deficit, which in the financial world would 
lead to bankruptcy, and does mean an 
actual definite loss in industry. 

To make it clearer still, Abbé puts it this 

way: ‘To keep your men at work ten hours a 
day, is exactly as if you required them, over 
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and above their day’s work, to spend two 
hours sitting in the workshops, in a cramped 
position, hearing the noise, exerting attention, 
mentally and physically fatigued, but doing 
absolutely nothing. The short working day 
makes closer application possible, unless, of 
course, pressure and effort spur him to accom- 
plish too large a task in too short a time, in 
which case the benefits of reduced hours are 
lost. The reduction of hours is followed by 
increased efficiency up to the point where 
the greater speed and intensity overpasses 
physiological limits, and after that point, the 
excessive intensity of effort costs the workers 
more than is repaired by the longer space of 
time allowed off for recuperation.’ 

On the strength of his experiments Abbé 
eame to the conclusion that for about three 
fourths of the industrial workers in Germany; 
the reduction of the working day, not to nine 
but to eight hours, would be in the interests 
of economic development and of greatel 
national efficiency. It is hardly necessary t© 
add that the question of nourishment is at 
least of equal importance with that of rest 
while the state of mind, which is fostered bY 
leisure well spent and by the absence of a g¢™ 
eral attitude of dissatisfaction, are equally in 
portant contributory causes towards efficiencY 


| 
| 
| 
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Another most important way in which the 
efficiency of the human factor in production 
may be increased is by what is vaguely called 
‘Scientific Management,’——a device for secur- 
ing the twofold object of teaching the em- 
ployee to use the best possible tools in the 
best possible way, and of choosing by scientific 
selection the best man for each job. 

So far as the first of these points is con- 
cerned, Mr Taylor gives a striking example in 
the art of shovelling.! ‘Left to himself, or 
working with a gang, the shoveller will use 
a shovel whose weight, size, and shape have 
never been considered in relation to the 
particular material it has to move or the sort 
of man who has to use it. By first selecting 
two or three first-class shovellers, and paying 
them extra wages for doing trustworthy 
work, and then gradually varying the shovel 
load, and having all the conditions accom- 
panying the work carefully observed for 
several weeks by men who were accustomed to 
experimenting, it Was found that a first-class 
man would do the biggest day’s work with a 
shovel load of about 21 pounds. 

‘As a result of this discovery, instead of 
allowing each shoveller to choose his own 

13, A. Hobson, ‘Scientific Management,’ Sociological 


Review, July, 1913. ¢ 
Gr, 
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shovel, the company provided eight or ten 
different kinds of shovels accommodated tothe 
weight of different materials and to other 
special conditions. Again, thousands of stop- 
watch observations were made to discover 
how quickly a labourer, provided with his 
proper shovel, could push the shovel into the 
materials and draw it out properly loaded.’ 

A similar study was made of ‘the time 
required to swing the shovel backward and 
then throw the load for a given horizontal 
distance, accompanied by a given height. 
With the knowledge thus obtained, it was 
possible for the man directing shovellers 
first to teach them the exact method of using 
their strength to the best advantage, and then 
to assign the daily task by which they can eam 
the bonus paid for the successful performance? 
of this task.’ This particular experiment 
raised the output per man from 16 tons to 
no less than 59 tons, while, by the applica 
tion of scientific principles to metal-cutting 
machines, the output was increased by from 24 
to 9 times the amount previously produced. 

Where this system is worked with prope 
care for the consideration of the worker 
interests, it would seem to be wholly g0° 
but an immense power is put by it into th 
hands of the scientific manager. 


MP 
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In the first place, the principles on which 
the increased profit should be distributed 
lend themselves to considerable difference of 
opinion. In the Bethlehem steel works it was 
found that the best effect in stimulating 
energy was got by a bonus of 60 per cent. 
beyond the wages usually paid. ‘This in- 
crease In wages tends to make them not only 
thrifty, but better men in every way; they live 
rather better, begin to save money, become 
more sober, and work more steadily. When, on 
the other hand, they receive much more than 
a 60 per cent. increase of wages, many of 
them will work irregularly, and tend to become 
more shiftless, extravagant, and dissipated. 
Our experiments showed, in other words, that 
it does not do for men to get rich too fast.’ 
Considering that the saving in the wages’ 
bill in this shovelling experiment alone 
amounted to between 75,000 and 85,000 
dollars a year, Mr Hobson makes the caustic 
comment, ‘That it would have been interest- 
ing to follow the effects of a rapid advance 
of wealth upon the dividend receivers, who 
gained so disproportionate a share of the 
advantages of the new economy.’ 
Again, it is quite clear that the system may 
be made a means of driving workpeople far 
beyond their capacity, and the revolt against 
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it in many American factories is evidence that 
it easily lends itself to abuse. There is further 
the serious consideration that the system may 
possibly tend to make work far more automatic 
than has ever been dreamed of in this country. 
Mr Taylor's famous example of the man 
Schmidt, who was enabled to increase the 
amount of pig-iron which he carried by stop- 
watch devices which indicated when he ought 
to sit down, when he ought to start again, 
how he ought to pick up the metal, exactly 
how he ought to throw it, is, indeed, a warning 
of the extremes to which the system may gom 
taking away all initiative from the worker, 
and making him no more than an automaton 
under the direction of a scientific manager. 
‘One of the requirements,’ says Mr Taylor, 
‘for a man who is fit to handle pig-iron as a 
regular occupation, is that he should be so 
stupid, or so phlegmatic, that he more nearly 
resembles in his mental make-up the ox than 
any other type.’ Modern industry is, indeed, 
leading this generation on to self-destruction, 
if the muscles and sinews of the working man 
are to be employed during the working day 
without calling in any way for the co-operation 
of his mind. 


1Labour of so automatic a kind as that described by 
Mr Taylor is obviously on the point of being superseded 
by machinery. 
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There is, however, no doubt that in the 
adjustment of means to ends in industrial 
production, the part to be played by scientific 
experiment, both of a physiological and 
psychological kind, will be an increasing one 
in the future. Improved efficiency in the past 
has reacted to the advantage of the worker, 
and there is little doubt that it will do so in 
the future. And it would be an exceedingly 
unwise policy for labour generally in this 
country to adopt a hostile attitude because 
absurd results may be produced in particular 
cases. It is, however, necessary to make sure 
that adequate safeguards are provided to 
prevent the exploitation which is lable to 
occur when such means are used by the 
employers solely in their own interest. 

These two cases, however, suggest that, in 
view of the speeding-up which is now so 
general throughout all industry, Trade Unions 
would probably be well advised to pay even 
more attention to the reduction of hours than 
they have hitherto done, not merely for the 
sake of increased leisure for its own sake, 
though this is a most important element in 
social well-being, but also because a shorter 
working day may actually be the means of 
enabling labour to become more efficient, and 
so be in a position to command higher wages. 
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CHAPTER X 
COMPETITION 


BEFORE passing on to examine the way in 
which bargaining between Capital and Labour 
is carried out, and the steps which the com- 
munity has taken to intervene between the 
disputing parties, it will be useful to consider 
at this stage what are the merits, if any, of 
the system which has been outlined in the 
preceding chapters, and what are its defects. 
Why should the material conditions of the 
various members of the community be deter- 
mined in the way described? Does the sys- 
tem produce results which could not be 
attained in any other way? And are we to 
regard the obvious evils associated with the 
present economic system as essential to it, or 
are they excrescences that can be removed 
without interfering with its main function? 
il To answer these questions adequately, if 
. that were possible, would require far greater 
space than is available, and would involve a 
dissertation on human nature, in all its 
strength and weakness; since the case for 
the present system of society, or for any 
possible alternative, must ultimately depend on 
our estimate of the motives under which men 
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act and co-operate for the common good. But 
what has already been said is sufficient to in- 
dicate what are or what are not the essential 
functions of competition, while it also suggests 
some of the worst defects of the system. 

It will perhaps help to clear the discussion 
if, before dealing with competition as it 
affects wages, the functions of competitive 
prices, competitive rents, and competitive 
rates of interest, are dealt with; for the 
various sharers in distribution are all inter- 
dependent, and it is impossible to judge of 
ene without dealing with all. 

(1) Competitive Prices.—Practically none of 
us in a modern society produce what we our- 
selves consume, but whatever we do—whether 
we perform personal service, do manual work, 
organise, or save—we get in return command 
of purchasing power which gives us a claim 
on the total stock of goods and services. The 
ccal-miner, the music-hall artiste, the shop- 
keeper, the company promoter, are all parts of 
a great organisation, the various parts of 
which are mutually dependent on one another, 
and combine to produce various kinds of 
wealth in the form in which the community 
requires them. The complexity of this uncon- 
scious but effective co-operation will be realised 
by any one who considers for a moment the 
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economic history of a piece of bread upon the 
table, or of a lump of coal in the grate, 

The link which binds the whole system 
together and which unites the basic industries 
ef agriculture and mining with transport, 
manufacturing, merchanting, and _ retailing 
so as to produce at the end what the con- 
sumer wants, is Price. The price which con- 
sumers are willing to pay indicates the 
nation’s ‘call’ for particular commodities or 
services, while the price paid for labour of 
all kinds, for the use of capital, and for land, 
is the means by which the nation’s resources 
are adjusted to meet these requirements. 

The much abused forces of supply and de- 
mand by which these adjustments are brought 
about are only the commercial expression of 
man’s continual struggle to satisfy his wants 
with the least possible effort. On Robinson 
Crusoe’s island the balancing of desire and 
effort all took place within a single brain. 
But in real life, demand and supply—the co- 
relatives of desire and effort—are brought into 
connection in countless markets and through 
thousands of miles of telegraph cable through- 
out all the countries of the world. 

Prices, Wages, and Interest, are the means 
through which the forces. of production work, 
and when people talk of abolishing the wage 
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system we may well ask how much of this 
system of world adjustment it is proposed to 
supersede, and what is to be put in its place. 
Those who believe in Collectivism would 
probably retain the main principles of the 
present system of prices, for no one has yet 
suggested any practical alternative method 
of gauging demand. 

In some cases the State may no doubt 
provide ‘free goods’ paid for out of taxation— 
as, e.g. roads, public libraries, etc., and it is 
sometimes urged that other things should be 
added to this category, as, for example, the free 
use of municipal tramways. But it is clear that 
this list could not be extended very far with- 
out running great risk of taxing the community 
for the provision of something which they 
really want less, instead of giving them a free 
hand to spend on things that they want more. 

Any intervention in the price system would, 
indeed, seem to involve sooner or later 
interference with the freedom to consume 
what is most desired. It, in fact, means 
State choice instead of individual choice.? 


1 The prohibition in France of the use of automatic pipe- 
lighting devices, in order to make people use the State- 
made matches, is a case in point. If prices had been left 
to move freely they would have shown that smokers very 
much preferred mechanical appliances for lighting their 
pipes to the execrable articles the State forced upon them, 
and the declining demand for matches would have warned 
the Government that their inferior goods were not wanted. 
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And though in certain standard wants there 
is little chance of the State making a mistake, 
as soon as we get beyond this comparatively 
limited sphere, the State becomes a very 
imperfect machine for interpreting the multi. 
plicity and variety of human wants. 

(2) Competitive Rents ——Rent represents the 
pressure of the demand for the use of a given 
area. Land may be used for an almost 
infinite variety of purposes, but rent ensures 
that it is devoted to the purpose which needs 
it most. It would, for example, be possible to 
grow turnips in Lombard Street, but the 
fabulous rents payable in that famous 
thoroughfare have long since decided that it 
is not commercially possible for the market- 
gardener to secure that particular piece of 
land. Rent drives the trade that wants a lot 
of room to the outer ring of a town, while 
it further distributes this land among pasture, 
arable cultivation, and market-gardening, 
according to their ability to pay rent. 
‘Ability to pay,’ of course, depends on the 
price that can be got for different goods from 
the community. 


If the State were to nationalise the lan 


Pe: Mappin & Webb can afford to run theiz 1 
Silversmiths on the valuable site opposite the 
Ffouse, but the furniture dealers, who want a lot 
house room, have to seek the less populous but lowel- 
rented neighbourhood of Tottenham Court Road. 
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would still have to distribute the land among 
various uses on precisely this principle of 
ability of payment. It is, perhaps, hardly 
necessary to add that this argument does not 
touch the question whether the private 
ownership of land, and the payment of rent 
to individuals, is justified or not—a question 
to be discussed on quite other grounds. 

(3) Competitive Interest.—The case of inter- 
est is even more pertinent to the question in 
hand. It is quite clear that the Rate of 
Interest is determined by the supply and 
demand of capital, and that, under present 
conditions, in order to secure the use of capital 
it is necessary to pay for its use. But, it 
may be asked, is there no alternative to this 
system of inducing persons to save and 
entrust their savings to others? 

The only possible alternative is that people 
should be compelled to save by the State,— 
that is, they should be taxed to provide the 
capital required by industry. To a certain 
extent this is already done. The Post Office 
has been partly provided with capital from 
the national revenue and partly from its own 
profits (which is equivalent to withholding so 
much from the revenue side of the nation’s 
annual budget). But, in most cases, State 
and municipal authorities prefer to ‘persuade’ 
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people to provide the saving needed even for : 
national concerns. ) 

If, however, a Collectivist State were to . 
provide capital compulsorily for industry and 
trade in general, it would itself have to 
balance the advantage of aiding future pro- 
duction against the enjoyment by the citi- 
zens of their present income—that is to say, 
it would have to estimate for itself the factors 
which determine the demand and supply of 
capital; and, on the other hand, it would have 
to distribute free capital among various 
trades, without putting them to the test of 
profit-paying. 

Thus the problem of private or compulsory 
saving may be summed up under these two 
considerations :—(a) How far is it desirable 
to limit the freedom of individuals to decide 
for themselves whether they wish to save or 
spend? and (b) Should industries be made to 
prove their claim to use a part of the annual 
saving by having to pay interest? At present 
interest, like rent, is mainly important economi- 
cally as the great distributing agent of the 
world’s capital. We have yet to find a work- 
able substitute for this particular function of 
the rate of interest. 

(4) Competitive Wages.—The question of 
the function of wages is, however, the most 
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important as well as the most debatable 
point of all. Wages do, indeed, operate to 
a very large extent in the same way as 
interest, rent, and prices, but the question is 
really fundamentally changed, so far as 
equity is concerned, by the introduction of 
new considerations when we pass 
material things to men and women. 

Briefly, it may be said that there are three 
ways of getting people to undergo the dis- 
comfort of continuous effort in uncongenial 
ocecupations'—(a) By appeal to a moral sense 
of personal or public duty, (b) by direct 
compulsion, and (c) by some inducement in 
the shape of a material reward. 

In communistic communities of a religious 
character the moral stimulus has sometimes 
been strong enough to make people work for 
the common good without special personal 
reward. But, in the vast number of com- 
munistie experiments, the altruistic motive 
has been undermined by ambition, greed, 
and sloth. We are not within measurable 
distance of being able to base our economic 
system in general on far-seeing altruism. 


from 


1 The suggestion that everybody’s work could be made 
s0 pleasant that we should all do our daily tasks for the 
pleasure of doing them may be dismissed. Most of us 
would probably do some work because we like it, but the 
number of cases where such a motive would produce es 
much work as the community requires is negligible. 











i 
; 
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The method of compulsion is applied in 
States based upon slavery, and might con- 
ceivably be employed by a strongly centralised 
Socialist State where every one’s occupation 
was assigned to him by State officials. But 
all modern societies are, in fact, built up on 
the principle of ‘inducement.’ Men go into 
those of the occupations accessible to them 
which offer the highest wage or salary. 

If everybody had a free choice as to what 
work he or she would do, this system of 
different wages for different work would not 
only have the advantage of distributing the 
population in various occupations according 
to the needs of the community, but it would 
also reflect the willingness and ability of per- 
sons to do particular jobs. The kind of job 
which every one by common consent tries to 
shirk would naturally be paid a high wage, 
and rightly so, for the antipathy of the com- 
munity clearly shows that such tasks involve 
a greater ‘dissatisfaction’ than others. 

Even in the case of natural differences of 
ability which enable one man to do more 
difficult work than another, it would be gener- 
ally agreed that the fact that comparatively 
few men were able to do the work justifies 
differences of remuneration, on the ground 
that such persons are specially necessary to 
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society, and doing work of greater value to the 
community than that of others. 

It is possible that the man who does a 
difficult job may get great pleasure from it. 
But society cannot go into the question of 
the subjective state of mind of individuals, 
except in so far as it is reflected in their 
actions—which, in this case, means their 
willingness or unwillingness to do the work 
that the world requires of them. A-system 
of rewards is not, in fact, out of harmony 
with our ethical sense; and most of us, if we 
sat down to draw a picture of Utopia peopled 
by folk of like passions with ourselves, would 
feel disposed to make many variations in the 
income of our imaginary citizens. 

When, therefore, Mr Larkin stated before 
the Industrial Council in answer to one of the 
working-men representatives, that, ‘with all 
due respect to your trade, I am just as much 
entitled to 42s. a week as a pattern-maker is; 
I am just as able a man, though I am not 
working in the same sphere of activity, and 
you cannot make a pattern without I bring 
the stuff to you. ... And, although I ama 
transport worker, I should get the same wages 
as you claim,’ he was asserting a principle 
which on sober consideration would probably 
not be generally endorsed as a fair one. It 


ae 
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would certainly not be accepted as a prac- 
ticable one, unless we can devise some entirely 
new scheme for ‘inducing’ or ‘compelling’ 
men to do more difficult or more trying work 
than their neighbours for the same reward. 
Three phrases have been formulated to 
express what is variously assumed to repre: 
sent equity in distribution :— | 
(1) To each according to his needs, 
(2) To each according to his merits. 
(8) To each according to his works. ; 
Of these, the first is commonly adopted | 
in the case of the sick and infirm—in | 
hospitals, for example, or in the home; and . 
it is also undoubtedly the feeling which 
prompts our instinctive approval of the 
demand for a living wage. To a certain ex- 
tent it has already found expression for 
several centuries in the State support of the 
indigent. But, as a basis of distribution in 
general, it breaks down as soon as society 
begins to require something in return in the 
shape of work. 
The second phrase is one which can only 
be interpreted by the Deity or the priesthood 
—and to a less extent in the family or the 
school, It is certainly not one to be applied 
by civil servants to the community in general. 
Any system of rewards which society is able 
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to devise must be based, not on ‘merit’ in the 
sense of a man’s keenness or desire to do his 
best, but on achievement. 

We are therefore left with the third prin- 
ciple as the only possible basis of a general 
scheme of distribution, and no society that we 
can conceive is likely to adopt any other plan. 

This reasoning, however, by no means 
leads us to approve of the wage system as it 
exists to-day. It has already been pointed 
out that it only commends itself as a really 
fair method of remuneration, subject to the 
proviso that every one is able to choose his 
own occupation and has an equal opportunity 
of proving his ability to fill the most impor- 
tant post in the land. But this, unfortunately, 
is far from being the case. 

Further, the field must not only be equal as 
between man and man. There must also be 
equality of competition between those who 
control industrial and commercial capital and 
those who sell their labour. But this also is 
far from true. Fixed capital only functions as 
part of the mechanism of production. But the 
individual worker is only a cog in the indus- 
trial machine for the eight or ten hours he is 
actually at work. In the remainder of the 
time he is an individual with wants and whims 
needing rest and nourishment. 








188 CAPITAL AND LABOUR 
Hence, in the event of a trade dispute, 
while machinery can be allowed to lie idle for 
2 considerable period of time without harm, 
and may even subsequently catch up by 
running for twenty-four hours a day, a man 
cannot wait a week for his daily bread, or 
run for long periods without rest. Again, 
capital can move from a town! (at a loss, it is 
true), but a family can only do so at the cost of 
sacrificing all their social environment. And 
finally, the large scale of modern business in- 
volving the employment of many ‘hands’ by one 
employer makes competition between the de- 
manders and suppliers of capital very unequal. 
Hence the need of combination to give 
workpeople a reserve, and to enable them to 
bargain on more equal terms. Moreover, com- 
petition must not be checked or masked on 
the side of capital by secrecy or by misrepre- 
sentation of profits. Publicity is the very 
bed-rock condition of fair competition, and, 
in its absence, the system of distribution 
cannot be regarded as equitable as a whole. 
There remains a third qualification which 
raises an even more fundamental criticism of 
the system of Competitive Wages. It is that 


1 The case of the Dublin strike, where Guinness trans- 
ferred some of their work to their Manchester concern, 
but practically none of the strikers could afford to leave 
the town, illustrates this difficulty. 
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the interests of society as a whole may re- 
quire a higher rate of wages to be paid and 
shorter hours to be worked than the immedi- 
ate interests of the employers dictate; for 
society has to consider the future efficiency of 
the nation and not merely the profit of the 
present year. The health, physique, and 
ability of the working classes to-morrow 
depend on the wages that are being paid to- 
day, and, from the point of view of efficiency, 
the labour force of the country should be 
regarded as a form of capital. 

Unfortunately, it is quite possible to pay 
dividends out of this kind of capital in pre- 
cisely the same way as it is possible to do so 
out of material capital, and, though in both 
cases the result is a depreciation of the value 
of the means of production, in the case of under- 
paid employees, no dividend has to be paid by 
the employer on this depreciated capital. 

In the case of skilled occupations, and 
particularly when a firm is dependent on the 
specialised ability of its staff, it is obvious 
that it is a ‘penny wise pound foolish’ policy 
to try to economise by paying lower wages, 
and most of such businesses are alive to the 
importance of considering the welfare of their 
employees as a commercial proposition. 

But where labour is easily replaced, it is 
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not to the firm’s interest to keep up the 
vitality and enterprise of its employees, and 
there is a great temptation to take the best 
out of unskilled labour for a wage which does 
not really keep the worker in a full state of 
efficiency. This is a special danger in occupa- 
tions filled by women, whose working life is 
often comparatively short. In such cases it 
does not matter to the employer, from the 
commercial point of view, if the women who 
leave are less vigorous and healthy than when 
they came. But it is a matter of vital impor- 
tance to the State, which must clearly pre- 
vent the payment of dividends or the sale of 
goods at low prices when these ends can only 
be obtained by depreciating human values. 

Even in the case of unskilled labour, many 
employers are alive to the truth of Lord 
Brassey’s dictum that “cheap labour is dear 
labour’; but the passion for cheapness is so 
strong that it usually requires outside pressure 
before employers will make a change which 
ultimately proves to be in their interests. 
More than a century ago, Robert Owen proved 
that to reduce hours was a paying proposition, 
but it was several decades before Parliament 
passed Factory Acts which compelled em- 
ployers to prove the fact for themselves, 

The overwhelming evidence that high wages 
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and short hours make good work, together 
with the equally incontrovertible fact that 
employers, with certain praiseworthy excep- 
tions, have failed to recognise their real 
interests in the matter, amply justify State 
intervention in the matter of hours of labour, 
and in certain cases in the matter of wages. 
The strongest case for direct interference 
with free contract in the matter of wages is 
the case of the ‘Sweated Trades,’ but some 
other cases in which the State has already 
mtervened, or is proposing to do so, are 
mentioned below in Chapter XII. 

It is, however, very important to recognise 
that legislation affecting wages may operate 
in three ways :—(1) It may equalise bargain- 
ing between the parties, and give to employees 
the share of the product which they would have 
obtained if competition had previously been 
freeandequal. (2) It may increase efficiency, 
and, without affecting profits in any way, en- 
able the workers to earn more by adding to 
the total product. (8) It may drive capital 
out of the trade and create unemployment.* 

The third result will only follow if the 
worker is already getting what he is worth to 

1Fixed capital cannot be withdrawn from a trade, but 
new capital can be prevented from coming in to replace 


the old, which means that the same result will be 
reached in the end. 
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his employer, and no margin is available for 
enabling him to be worth more. All the 
evidence goes to show that, up till now at all 
events, legislation for raising wages and reduc- 
ing hours has been accompanied by at least 
a proportionate increase of efficiency. This 
difficulty, therefore, need not be regarded at 
present as a serious one. 

As regards the other two possibilities, how- 
ever, it may be urged that statistics of various 
incomes show such glaring inequalities of 
wealth, that there must obviously be some- 
where a large margin available for paying 
higher wages apart from any increase in 
efficiency. The following figures, for example, 
might be quoted in this connection :— 





Mr Bow rey’s Estimate 
OF THE EARNINGS OF MEN ANNUAL INComES 
IN REGULAR OCCUPATIONS OF 
FOR A FULL ORDINARY SupER Tax Payers 

WEEK IN THE U.K. 





Number cy Number 
ee Limits of 
Wages of Wage imicome of 


earners Persons 





d 15s, 82 £5 
Under 8 0,000} £5,000 to } £6,860 


15s.-20s. | 640,000] £10,000 
20s.-25s. | 1,600,000 
25s.-80s. | 1,680,000] £10,000 to 
80s.-35s. | 1,680,000] £25,000 } 
35s,-40s. |1,540,000] £25,000 to} : 
40s.-45s. | 560,000] £100,000 £41,720 
Over 45s. | 480,000] Over £100,000 £187,526 


8,000,060 


£14,604 
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The super-tax payers divide between them 
in a year 145 millions of income, while the 
wages bill of the whole working popula- 
tion is only 750 millions, though there are 
15,000,000 of them, compared with 11,500 
super-tax payers. 

Such figures suggest that, even without any 
change in the methods of production, the 
nation is rich enough to afford a considerably 
higher minimum than is paid in many trades 
to-day; and that, if the system of private 
enterprise necessarily involves so great a 
disparity of income, by this very fact it 
stands condemned. It has already been 
pointed out, however, that immense incomes 
are not made from capital earning a normal 
rate of interest; but are due, on the one 
hand, to special profits or rents of a monopo- 
listie character, and to successful speculation, 
and, on the other hand, to the law of inheri- 
tance, which enables the process of piling up 
riches to go on from generation to generation. 

An economic system based upon private 
enterprise does not necessarily require that 
individuals should be allowed te retain as 
private property an indefinite amount of 
more than normal profit, nor that there 
should be an unrestricted right of disposing 
of property by will. The only possible social 
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advantage that may be urged in support of 
permitting such large incomes is that they 
are ‘saved’ in much larger proportion than 
smaller incomes and provide the bulk of the 
addition to the nation’s capital. If, however, 
luxury increases so much that automatic 
saving by the very wealthy no longer provides 
ample additions to capital, this argument in 
their favour goes by the board. 

It would, in fact, be quite possible (and 
indeed it is already done to some extent) by 
taxation of estates passing at death, and of 
big incomes, to transfer wealth to the com- 
munity, and if such transferences take the 
form of providing free common goods, such 
as public parks, open spaces, pensions, etc., 
they may be made without affecting the 
operation of competition as a means of direct- 
ing labour and capital to their most produc- 
tive uses. 

The foregoing figures do not, however, 
really show that the gross wealth of the 
nation is immense. The Census of Produc- 
tion gives the total national income as 
£2,000,000,000 in 1907, of which over 
£400,000,000 was saved or needed for the 
replacement of capital. The remaining 
£1,600,000,000 available for consumption only 
represents about £80 per adult person in the 
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population. The wonder is, not that the 
national income is so large, but that it is 
not much larger, considering the wonderful 
appliances we have in these days for aiding 
production. 

Moreover, when the national income 1S 
analysed according to the sources from 
which it comes, it appears that incomes 
arising from rents and interest, and profit 
from the use of capital, amounted in 1906 to 
£550,000,000 (of which some £200,000,000 
represented rent of land and houses), as 
against £1,350,000,000 of ‘earned’ income (of 
which £350,000,000 was received by the pro- 
fessional and salaried classes and others who 
earned incomes which exceeded the income- 
tax limit, and the remaining £1,000,000,000 
by all classes whose income falls below the 
tax limit). Some reasons have been given 
in Chapter IV. for thinking that, in many 
cases, wages could be raised at the expense of 
profits without checking enterprise. But 
these figures show that the profits’ fund from 
which such a rise might be obtained is not by 
any means so large a proportion of the 
national income as is commonly supposed. 

While, therefore, there is clearly an ‘error’ 
in distribution in the sense that the extremes 


of wealth and poverty in the country strike 
cL. G 
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us almost as fantastic and certainly out of all 
proportion to the social value of the various 
recipients, there is also an ‘error’ in produc- 
tion. While the former may to a large ex- 
tent be corrected by taxation and other 


devices to be referred to in the concluding — 
chapter of this book, the latter requires that 
attention should be devoted to the most 
efficient use of the human as well as the 
material capital of the nation. 


CHAPTER XI 


FAIR WAGES 





In the light of the preceding discussion it 
remains for us to try to formulate some con- 
ception of what is meant by ‘fair wages,’ in 
order that it may serve as a guide for social 
policy. In the introduction to Mr L. L. 
Price’s Industrial Peace, Dr Marshall, while 
recognising the impossibility of ever attaining 
any absolutely ‘fair’ standard, formulates the 
following as a working conception :—‘The 
basis of the proposition that there should be 
given “‘a fair day’s wage for a fair day’s work,” 
is that every workman who is up to the usual 
standard of efficiency of his trade in his 
neighbourhood, and exerts himself honestly, 
ought to be paid for his work at the usual 
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rate of pay for that trade and neighbourhood; 
so that he may be able to live in that way to 
which he and his neighbours in his rank of life 
have been accustomed. But further, the popu- 
lar notion of fairness demands that he should 
be paid this rate ungrudgingly, that his time 
should not be taken up in fighting for it, that 
he should not be worried by constant attempts 
to screw his pay down by indirect means.’ 

This principle is, indeed, commonly ap- 
pealed to by both employers and work-people 
in countless discussions at Conciliation Board 
meetings and elsewhere. It is, for example, 
to be found in a Minute of the North-Eastern 
Directors, who stated in reply to a deputation 
of their men, that ‘the Company can only pay 
a fair week’s wage for a fair week’s work. 
Wages and hours must be governed by the 
standard prevailing in each district for the 
grades of labour in question.’ 

The application of this principle would 
undoubtedly put an end to many injustices, 
and would prevent the bad master from 
taking advantage of the necessity of individ- 
uals—attached to his service, perhaps, in 
ways that would render them of little value 
to other employers. ‘Levelling up’ to the 
standard of the district is, in fact, the first 
step towards justice in distribution. 








i} 
ii 
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This task is commonly left to the Trade 
Unions, and the existence of a standard rate 
is an immense help towards the establishment 
of a uniform price for labour of the same kind, 
In badly-organised trades there is no way of 
meeting the difficulty except by State action. 

But a district average has obviously 
limitations. Why, it is asked, should wages 
in a low county remain at a low figure? This 
point has already been discussed in dealing 
with local variations of wages; but it may be 
said here that where local differences are not 
due to differences in skill and character, 
there is no reason why the conception of fair 
wages should not be widened to include the 
whole country, though in doing so allowances 
must be made for differences in the. cost of 
living and in particular for the rent that has 
to be paid in large towns. Otherwise we 
should only be aiming at a nominal uniformity 
instead of the real uniformity that is required. 

The attempt, however, to secure uniformity 
for the same quality of work can only be 
carried out over a wide area if labour is mobile. 
If this condition is satisSed, a national rate 
for a particular trade would have the desir- 
able effect of concentrating the industry in 
the most suitable locality, for less favoured 
localities would no longer be able to compete 
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if they had to pay the same wage rates as 
elsewhere. Local differences in ‘real’ wages 
for the same work are, in fact, a device which 
enables production to go on in places not 
economically suitable for the trade—a result 
which can only be defended on the ground of 
the hardship that movement would entail on 
work-people. 

But even if we broaden the conception to 
include a national wage, it falls very far short 
of meeting the full requirements of equity. In 
at least three respects the principle needs 
very important qualifications. In the first 
place, as Dr Marshall points out, it fails to 
meet the case of the sweater, who may be 
paying the same wage as other sweaters; in 
fact, in general, it fails to satisfy us that wages 
are fair in all those cases where low wages 
are a cause of inefficiency. 

Again, it makes no provision for meeting 
a general rise of prices. When the purchasing 
power of money depreciates, fairness clearly 
requires that there should be a general rise 
of wages, and only special circumstances 
would justify any particular trade in refus- 
ing to grant an advance. 

Finally, the principle fails to take account 
of all those arguments which endeavour to 
show that industry can afford to pay more, 
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and that large groups of work-people are not 
getting what they are worth—judged by the 
standard of free competition. 

It is said, for example, that in certain 
counties agricultural rents are high because, 
when farmers are doing well, wages are kept 
down by custom; and no single farmer cares 
to raise wages, because it would make him 
unpopular with his neighbours. There is no 
very definite evidence to support this particu- 
lar allegation, but the case is a typical one, 
which can certainly be paralleled in many 
other directions. The mere force of con- 
servatism may undoubtedly prevent wages 
from rising, and the ‘custom of the district,’ 
which is laid down as the basis of equity, 
may itself become the cause of unfairness. 

In other words, the definition, though it 
has a limited application and may remedy 
some inequities, assumes the general fairness 
of existing conditions and tends to maintain 
the present distribution of wealth. 

But as soon as we try to discover some 
other test of fairness, we ‘ind ourselves plunged 
into the very difficult questions raised—but 
not solved—in the previous chapter, In 
order to clear the ground, we may limit our 
task to endeavouring to find a practical 
policy under existing circumstances. 
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The institutions of any society must be 

regarded as equitable if they further the 

| general good of the community better than 

| any known alternative. It has been shown 

| in the previous chapter how the competitive 
system succeeds in producing a more or less 
satisfactory adjustment of resources to needs, 
though it also involves many disadvantages. 
The excesses of the system are not, however, 
necessary parts of the particular machinery 
that brings about this adjustment. Moreover, 
the four essential features—viz., the distri- 
brtion of employment by means of a wages 
system, saving in response to a rate of interest, 
the distribution of land according to the rent- 
paying ability of various uses, and produc- 
tion of commodities in response to movements 
of price, are not incompatible with the col- 
lectivist control of industry by the State, or 
with the co-operative organisations of pro- 
ducers as advocated by Syndicalists. 

In either case these features of the present 
system would probably be preserved, and 
wages, interest, profits, and prices be 
determined on very much the same prin- 
ciples as under the present system. In any 
case, the condition of practicability compels 
us to assume these features as essential. H, 
then, some inducement has to be paid for the 
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use of capital, and prices are to be determined 
on a competitive basis, what constitutes ‘fair 
wages?’ 

The answer suggested by the previous 
discussion may be stated broadly as follows: 
The wages of various grades of labour may be 
regarded as fair when they represent the 
community’s estimate of the value of the 
work done, after such deduction has been 
made as is necessary to secure the required 
capital and to induce people to undertake 
the task of business organisation—provided 
that the estimate is made under free com- 
petitive conditions, that there is free entry 
for all into the various trades, and that 
labour has the assistance of those tools, 
machines, processes, and methods of organl- 
sation which may reasonably be expected to 
be employed at the current stages of indus- 
trial progress. This statement may be amplt- 
fied and applied in a series of particular 
propositions. 

(1) Inthe main wages are ‘ what the industry 
can bear,’ that is to say, wages should be as 
high as possible without driving capital and 
enterprise out of the business. But this test 
should be applied not to the least successful 
firms but to the normally successful con- 
cerns. It is not to the interests either of the 
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wage-earner or of society:to keep up inefficient 
management. On the other hand it is not 
desirable to squeeze to the utmost the most 
successful firms, for the reward of high profits 
above the average is an inducement to the 
introduction of economical methods of pro- 
duction. 

(2) In order to gauge what an industry 
can pay, it is not enough to look at the nor- 
mal rate of interest it is paying; but ‘fair’ 
profits should be based on the replacement 
value of the material capital of the business. 
In certain exceptional cases an allowance may 
be made for goodwill, but the allowance 
should be calculated on certain definite and 
well-defined principles of valuation. The 
market value of capital cannot be recognised 
as a legitimate basis for fair profits, since the 
market values capital at so many years’ 
purchase of the income actually being received. 
To take capital value calculated in this way 
as the basis of a claim to income, therefore, 
entirely begs the question as to whether that 
income is a fair one or not. 

(3) But in calculating profits, due allow- 
ance should be made for the fluctuations of 
trade between good and bad times in all 
cases where wages do not vary freely with the 
state of trade. 
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(4) A universal rise of prices affords 7 
general presumption that wages should nse, 
and unless the test of profits, as defined above, 
proves that the industry cannot bear a 
increase, prices should be taken as ground for 
an automatic rise. The converse applies to) 


cases of falling prices, though the claim to 
reduce wages can only be admitted if the 
profits’ test also proves the necessity. 

(5) Wages cannot in the long run be 


accepted as fair in cases where efficiency 
kept down by low wages. The proviso that 


labour should have the benefit of contem- 
porary industrial knowledge includes exper: 
ence of the efficiency of high wages. In the 
lower grades of labour the improvement in 
efficiency is very rapid, and pressure may 
fairly be exerted to compel the payment of a 
higher efficiency wage. In the case of higher 
paid labour the response is not so immediate, 
But evidence is certainly sufficiently strong to 
justify the influence of the Government and 
of public opinion being thrown on the side of 
higher wages on that ground alone. Action 
has already been taken on this ground with 
regard to ‘sweated workers.’ 

(6) Finally, the State and Municipal bodies 
can exercise 2 very powerful influence on the 
wage market by paying high wages to their 
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own employees. By doing so the community 
will not only get valuable service from 
its own employees, but will also compel 
private employers to bid higher if they wish 
to retain efficient men in their own business. 
State and Municipal services have, it is true, 
to be on the watch against an insidious form 
of inefficiency which arises from the fact that 
their employees usually have a permanent 
post, and that, when employment is gained 
by competitive examination, and increases of 
salary are to a certain extent automatic, the 
stimulus for a man to prove his claim to 
advancement by his competence is greatly 
weakened. But there are various ways of 
getting over this difficulty, which, in any 
ease, would not be cured by lower wages. 
The State, by acting as a model employer, 
can do much to bring about ‘fair’ condi- 
tions by the complementary methods of 
example and competition. 


CHAPTER Xil 
STATE REGULATION OF WAGES 


In medieval times it was common for the 
State or Government to fix wages—a task 
which is indeed fairly simple when conditions 
do not vary very much from time to time. 
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But when continual change is the order of 
the day, the task is far more complicated; 
and during the last century, though restric: 
tions have been imposed to secure the sant- 
tary condition of factories, hours of women 
and children have been regulated, and m 
many other ways the State has intervened to 
control industrial conditions, it has left the 
subject of wages severely alone. 

In the last decade, however, opinion has 
changed, and it has become apparent that m 
certain cases competition has failed to secure 
for certain classes of work-people the wages 
which they might be expected to earn even 
under the existing conditions of production and 
unequal opportunity. In certain respects the 
State has, therefore, already interposed, or is 
proposing to do so, to limit the unrestricted 
right to buy labour in the cheapest market. 

In the case of the Trades Boards Act, 1909, 
and the Miners’ Minimum Wage Act, 1912, 
machinery has already been set up for fixing 
minimum wages; while the Industrial Council 
has recommended that in another group of cases 
the Board of Trade should intervene to extend 
by law to a whole industry the terms arrived 
at by collective bargaining between bodies 
which represent only a portion of the trade. 

The Home Office Committee of 1907-8 on 
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Home Work reported that ‘If the term 
“sweating” is understood to mean that the 
employer “grinds the face of the poor,” by 
making an altogether inadequate payment for 
the work upon which he obtains a large and 
disproportionate profit, your Committee are 
of opinion that, although there are cases of 
this kind, sweating of this description is not 
the most important factor in the problem 
which they have had to consider. 
“On the other hand, if “sweating” is under- 
stood to mean that work is paid for at a 
rate which, in the conditions under which 
many of the workers do it, yields to them an 
income which is insufficient to enable an adult 
person to obtain anything like proper food, 
clothing, and house accommodation, there is 
no doubt that sweating does prevail exten- 
sively. We have had quite sufficient evidence 
to convince us (indeed, it is almost common 
knowledge) that the earnings of a large num- 
ber of people—mainly women who work in 
their homes—are so small as alone to be 
insufficient to sustain life in the most meagre 
manner, even when they toil hard for 
extremely long hours.’ 
_ The reasons why earnings are so low are 
many, but the chief of them were summed up 
by the Commission as follows :— 
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(1) Much of the work is sewing, and requires 
very little previous training and experience, 
so that almost any woman who is able to sew 
can turn to it at once. 

(2) As the work can be done at home, it is 
often taken by women who could not under- 
take regular factory work, while many wives 
and daughters take it as a means of getting 
pocket-money, who have no need to spend 
their whole time earning. 

(3) As payment is commonly by the piece, 
aged, slow, and incompetent workers find it 
more easy to get work of this sort than to 
find employment in the factory or workshop. 
For these three reasons the supply of workers 
of this kind is exceedingly elastic. 

(4) Again, a good deal of home work has to 
compete with articles made by machinery; 
baby linen, ladies’ blouses, etc., compete with 
articles which are often made privately, and 
unless shop prices are kept low, the women of 
the working classes will buy the materials 
and make the goods themselves. Several 
witnesses also stated that foreign-made 
articles depress the prices of goods made 
by home work, 

(5) The scattered and helpless position of 
home workers makes it quite impossible for 
them to Organise, while the intervention of 
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one or more middlemen between the home 
worker and the man who actually sells the 
goods, means that the worker does not even 
obtain the low price paid by the warehouse- 
men. 

(6) In certain sweated trades fierce com- 
petition obtains among employers, the less’ 
reputable of whom attempt to underbid their 
competitors by taking advantage of the over- 
supply of labour to cut wages.! A desire to 
evade the sanitary and health obligations im- 
posed by the Factory and Workshops Act was 
given by many witnesses as the reason for 
the maintenance of a great deal of home work. 

In view of these difficulties it was obviously 
impossible to hope that competition on the 
part of employers or that organisation on the 
part of the workers would suffice to raise 
wages in sweated trades, and the Committee 
unanimously decided that legislation was 
needed to put a stop to the cumulative evils 
which such a system involved. 

The two proposals which they had before 
them were :—(1) To prohibit all outwork, 
except under licence from a Government 


Factory Inspector, the conditions for obtaining 


1Qne of the most remarkable characteristics of home 
work, and indeed of low paid work in factories in the 
East End of London, is that quite different rates of wages 
are being paid to different workers, even in the same 
street, for similar work. 
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which would be that the premises on which the 
work is done are healthy and clean; (2) to estab- 
lish Wages Boards on the Victorian model. 

The objections which killed the former 
proposals were (1) the immense number of 
inspectors that would be required, (2) the 
obstacles which it would place in the way of 
an exceptionally poor and helpless section of 
the community earning a livelihood. 

The Committee, therefore, while recommend- 
ing that certain sections of the Public Health 
Act in regard to ventilation, etc., should be 
extended to rooms in which home work is 
done, placed most faith in the establishment 
of Wages Boards. They, of course, recognised 
that the Victorian problem was very different 
from that of Great Britain. In the first place, 
the home worker in Australia is a very small 
element in the population; in the second 
place, the demand for women workers exceeds 

the supply; and finally, the Wages Boards, 
ert in the tailoring trade, though dealing 
bao oe . factories and workshops, 
aati Th am car ae home work problem 
ee € ce Coramittee, therefore, 
oe y a much more difficult task, and 

some uncertainty as to its results 


that the 
Y recommend © ests ene 
Wages Boards, nded the institution of 
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The Act of 1909, based on the Committee’s 
Report, sets up Wages Boards in chain-making, 
ready-made and wholesale bespoke tailor- 
ing, box-making, and lace-making, while 
giving power to the Board of Trade to extend 
the provisions of the Act, by provisional 
order, to any other trade, if they are satisfied 
that the rate of wages is exceptionally low 
as compared with that in other employments. 

The Trades Boards consist of an equal 
number of representatives of employers and 
employed, three officials representing the 
Board of Trade, and a certain number of 
additional members unconnected with the 
particular trade in question. 

Their function is to fix general minimum 
rates of wages for time-work, and it may also 
fix general minimum piece-rates (or, on the 
application of any employer, a special mini- 
mum piece-rate to apply to his employees in 
cases where no general minimum piece-rate 
is fixed). The principle on which the actual 
piece-rates are to be fixed is that an employee 
of average ability, working a normal day, 
should be able to earn the minimum time- 
rate, and the employer may be called upon 


to prove that a certain proportion of his 
employees actually do so. 


But by fixing 
the legal wage on a piece-rate basis, it leaves 
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the door open for the employment of people 
who only wish to work part of their time at 
the trade. 

For fear of upsetting existing conditions, 
the Act provided that, for six months after the 
establishment of a general minimum rate by 
a Trade Board, its enforcement should be 
optional, and only at the expiration of that 
period was the Board of Trade allowed to 
make such rates legally binding. After the 
period has elapsed, however, heavy penalties 
are enforcible against employers paying less 
than the legal minimum; and the memor- 
andum recently issued by the Trades Board 
Department shows that the courts have taken 
a serious view of breaches of the Act, and have 
imposed heavy fines in addition to requiring 
the payment of arrears to the work-people 
concerned. 

The quite surprising difficulties encountered 
in attempting to create the Boards them- 
selves have thrown a strong light on industrial 
conditions in these low-grade trades. The 
Chain-making Board is the only one on 
which the representatives of employers and 
employed have been selected by direct elec- 
tion. In the other three cases the Board of 
Trade has appointed from lists sent in by the 
two parties, but the preparation even of 
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these lists was a task of exceeding great 
difficulty. 

In the London tailoring trade, for example, 
a number of tiny unions or societies were in 
existence, between which there was keen 
personal rivalry, but none of them were at 
all representative of their trade. Many 
workers were afraid to take any part in the 
preliminary arrangements for fear of losing 
their work, and it was only after a consider- 
able time and trouble that the emissaries of 
the Board of Trade, aided by social workers, 
were able to get representative meetings of 
employers and work-people. 

Boards in all four trades have at last been 
established, and minimum time-rates fixed 
which have now become obligatory by the 
order of the Board of Trade, except in the 
case of the tailoring trade in Ireland. 

It is too soon to say what the effect of the 
Act will be, though in the case of the chain- 
making trade there seems no doubt at all that 
it has caused a very considerable rise in the 
earnings of both men and women. The trade 
is a small one and has practically nothing to 
fear from foreign competition, as such chain 
as is made on the Continent cannot be said 


to rival seriously the products of Cradley 
Heath on the markets of the world, 
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Owing partly to the localised nature of the 
trade, there were, from the first, elements 
making for a good understanding between the 
parties, while the wages to be dealt with were 
deplorably low. The rates fixed by the Board, 
which represent an advance of from 80-150 
per cent. on previous earnings, were arrived 
at after a long discussion, by agreement 
between the two parties, with an unanimity 
which is a very hopeful sign for the success of 
the scheme. 

Certain middlemen and a few unscrupulous 
employers tried to take advantage of the 
waiting period to induce the work-people to 
contract out, but the operation of the Board 
had apparently stirred up a new spirit among 
the workers, and they refused to sign the con- 
tract, in spite of a lock-out which lasted from 
two to three months. The organisation which 
was started on account of this dispute has 
remained, and become an important factor in 
helping the Board to carry out their decisions. 

The box-making and tailoring trades, on 
the other hand, are not localised, but are to be 
found in all parts of the kingdom. The 
tailoring trade, moreover, includes so many 
varieties of goods, and is so seasonal, that 
many people thought it would be impossible 
to establish effective minimum rates. In this 
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case the Trades Board, on which the employers 
are strongly organised, has not attempted to 
fix general minimum piece-rates, but has 
confined itself to general minimum time-rates. 
Employers have to show, when challenged, 
that their various piece-rate schedules would 
permit normal workers to earn this rate. The 
rates fixed—viz., 6d. an hour for men and 34d. 
an hour for women in Great Britain, have only 
been obligatory since February, 1913, and 
experience has yet to show whether these 
figures can be made effective. 

Large numbers of work-people are, on 
account of their poverty, undoubtedly willing 
to connive at breaches of the Act, and officials 
of the Trades Board Department have found it 
difficult to find out these cases. But it is not 
unreasonable to hope that it may be made too 
risky for employers to break the law, and when 
employees find that they are able to claim 
arrears, they may be more ready to put their 
ease into the hands of the officials of the 
Board of Trade. 

Miss Constance Smith, at all events, ventures 
the opinion that ‘the new readiness to organ- 
ise shown by workers belonging to all the 
four industries under the Trades Boards, 
even those hitherto regarded as hopeless from 
the organiser’s point of view, gives ground 
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for belief that, with the initial encouragement 
of minimum rates, they will in the future be 
prepared to act in their own interests, and 
so to make evasion or infringement of the 
law on any large scale impossible.’ 
Opponents of the Act have prophesied that 
foreign competition will be encouraged by 
the fact that employers will have to charge 
higher prices, but the Trades Boards have not 
attempted to do more than level up wages to 
the standard of the better paying employers; 
and the competition of the good employers 
who are already paying these rates will, of 
course, be a most potent influence in preventing 
any rise of prices. The sweating employers, 
who have commonly been getting very bad 
work from their work-people, will be com- 
pelled to re-organise their methods of business, 
unless they find, as will probably be the case, 
that when they pay higher wages their work- 
people will soon more than make up for their 
higher wages by giving more efficient work. 
The other wage-regulating statute at present 
in force in this country is the Coal Mines 
Minimum Wages Act, which was passed in 
March, 1912, under pressure of the miners’ 
strike. The Government admittedly passed 
this Act with reluctance, for they would have 
much preferred the question in dispute to be 
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settled by agreement. ‘We resorted,’ said 
Mr Asquith, ‘to legislation only when all 
other hope of a settlement by agreement 
had disappeared.’ The Government were 
satisfied that cases existed where underground 
employees were unable to earn a reasonable 
minimum wage under the existing system, 
owing to causes over which they had no 
control. The Act therefore established Joint 
District Boards with power to fix a minimum 
wage! for various classes of miners. 

It is enacted that ‘it shall be an implied 
term in every contract for the employment of a 
workman underground in a coal-mine that the 
employer shall pay to the workman wages at 
not less than the minimum rate settled under 
this Act,’ allowance being made for the 
exclusion of aged and infirm workers by 
special licence. The District Boards are 
presided over by a chairman, chosen by agree- 
ment or by the Board of Trade, who has a 
casting vote in case of disagreement. Thus 


1 Legislation passed in a hurry very often is loosely 
drafted. It is a remarkable fact that though this Act was 
intended to establish a minimum daily wage, the phrase 
‘minimum rate of wages’ is used throughout without 
it would be possible to fix only a minimum piece-rate of 
definition, so that, according to the strict letter of the law, 
wages. There is not even a phrase in the Act which 
suggests the contrary by implication. The arbitrators 
under the Act have, however, interpreted it in the sense 
intended, and have fixed minimum time-rates. 
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the chairman’s decision in practice becomes 
the legal minimum wage for the district. 

At the time of passing the Act, Parliament 
was urged to lay down definite figures in the 
Act itself; but it refused to do so, and left 
the decision to be fixed locally by those who 
know the facts of the case after hearing what 
is to be said by both sides. In this respect 
. Parliament was probably right in refusing to 
establish a precedent; political life would be 
laid open to infinitely greater dangers than it 
is at present if the popularly elected chamber 
were to add wage determinations to its other 
functions. The adjustment of wages is a 
matter to be carried out in a judicial spirit 
and with careful investigation. It is not a 
case where the party system would secure 
good results. 

Owing to the variable conditions in the 
coal trade, and the fluctuating character of 
wages, the great bulk of miners have recently 
been getting wages well in excess of the minima 
established by the chairmen under the Act, 
the only way in which it affects earnings at 
the moment being that in bad weeks a man 
is assured of his minimum wage. But the 
Act will become much more operative when 
coal prices begin to fall again and trade is 
bad. It will then be seen what effect a some- 
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what rigid system will have on employment 
and on prices. 

The wage fixed is not, in any sense, the 
normal or standard wage, which will still be 
determined in the main on the piece-work 
principle. But it introduces into the coal 
trade that qualification of the simple piece- 
rate system which has been found to work 
well in other trades where output is irregular 
and variable in quality. The principle is one 
which could have been established by agree- 
ment between the parties but for the resistance 
of the South Wales owners, who refused to 
come to terms, mainlyon the ground that their 
employees had, by striking, broken a contract 
on which the ink was hardly dry. Through- 
out the rest of the country, the principle of a 
time-rate minimum to the piece-rate system 
had been accepted by the owners. 

An entirely different line of action has 
recently been suggested in certain trades in 
which Trade Unions and Employers’ Associa- 
tions exist, but do not include more than a 
small section of the trade. In such eases, 
agreements are very often little better than 
waste-paper, owing to the fact that a large 
proportion, both of masters and men, are not 
compelled in any way to accept the terms 


arrived at by negotiation. 
Oi, H 
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The case of the carters in London illus- 
trates this difficulty. It is quite impossible 
to get a complete organisation among mas- 
ters who employ carters, as it would have to 
include such an infinite variety of persons in 
all classes of society. The wages agreed 
upon after the carters’ strike of 1911, are 
consequently merely nominal over a large 
part of London—and the masters who were 
signatory parties to the agreement not un- 
naturally complain that they are undersold 
by masters who are not bound by it. 

The Master Carters’ Association fairly well 
covers the immediate region of the docks, but 
they pointed out, in evidence before the 
Industrial Council, that they have to meet 
the competition of vans coming from long 
distances and removing goods from ware- 
houses. The masters were therefore anxious 
that the Trade Union should spread its organ- 
isation and compel small employees all over 
London to come into line, while the repre- 
sentatives of the men thought that was the 
business of the Masters’ Association. 

The Industrial Council, therefore, came 
to the conclusion that in cases where an 
agreement had been voluntarily arrived at, 
some form of legal machinery might be 
devised for making the terms binding on the 
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whole trade in a district. They suggested 
that the representatives of the two sides 
should be entitled to appeal to the Board of 
Trade to cause an inquiry to be held for the 
purpose of determining whether it was desir- 
able to make the agreement universal. 

If the Board of Trade is satisfied that the 
agreement is a proper one and represents the 
custom of the district, it may make the rate 
an implied term of any contract of service 
in the district. They also proposed that 
where this step is taken there shall be no 
stoppage of work, or alteration in the conditions 
of employment, until the dispute has been 
investigated by some agreed tribunal. 

It will be noticed that we are here dealing 
with a case more akin to the late develop- 
ments of the Victoria Wages Boards Act, as 
the proposal is one to standardise conditions 
which have been arrived at on some assumed 
basis of equity, while no change could occur 
in wages until the Board of Trade is satisfied 
that it was an equitable claim. 

The objection that a legally determined 
wage tends to become rigid applies in this 
case, but it has less force than under the 
Victorian system, since the determining 
authority would not be a permanent Board 
but one which would only come into play in 
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particular instances, at the request of the 
parties immediately concerned. Future wage 
movements would still be left in the main to 
bargaining between the two associations. It 
is, however, obvious that this system could 
easily slip into the full Wage Board System 
by almost imperceptible changes. 


CHAPTER XIII 
SLIDING-SCALES AND PROFIT SHARING 


BeForeE describing the general methods of 
industrial bargaining, we must first notice 
certain schemes that have been devised for 
the purpose of trying to solve, in a more or 
less automatic way, the main question at 
issue between Labour and Capital. 

And first there comes up for consideration 
the device of the sliding-scale, which attracted 
a great deal of attention in this country in the 
seventies and eighties. It was then suggested 
that a sliding-scale would give a simple 
indication of fair wages, and on this ground 
it was hailed by a noted economist as ‘the 
most important discovery in distribution 
since Ricardo’s Law of Rent.’ 

The upward and downward movements of 
prices, due to fluctuations in the demand for 
the products of a particular industry, it is 





a 
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argued, are a natural indication of the ability 
of the trade to pay wages. High prices com- 
monly mean high profits, and the automatic 
adjustment of wages on a sliding-scale is thus 
a form of profit sharing. 

The advantages claimed for the system 
are :4—(1) That it obviates disputes about 
wages, at any rate, during fixed periods; 
(2) that it promotes a feeling of co-partner- 
ship and common interest between employers 
and employed; (8) that it enables employers 
to calculate what will be the cost of produc- 
tton, in wages, for some time ahead, and there- 
fore to enter into long contracts with some 
feeling of security; (4) that it causes alterations 
in the rates of wages to take place gradually 
and by a series of small steps, instead of 
suddenly, and at a bound. 

If no other economic change were taking 
place, it is clear that the price of the com- 
modity sold by an industry might well 
represent the profits being made in that trade, 
and therefore reflect that industry’s demand 
for labour. In such a case, the fluctuation of 
wages with prices would help to adjust the 
supply of labour to the best advantage, as 
between different industries in the country. 

But in practice these other conditions 

2 Labour Commission of 1894, Part I., p. 42, § 109. 
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never are equal. Improvements in the 
methods of production mean that profits 
often increase without any increase in the 
prices charged. And, in fact, the highest 
profits are often made by those firms which 
are able to undersell their competitors. 
Changes in the cost of material, in the state of 
the labour market, and, in particular, in the 
relative wages of men in other industries and 
other districts, mean that adjustments need 
to be made irrespective of price changes and 
that price changes are not merely an indica- 
tion of changing profits. 

It is not surprising, therefore, to find that 
the sliding-scale has ceased to hold its place 
as a sole determinant of wages, and that it has 
been reduced to the position of one among 
several considerations that must be taken 
into account by a conciliation committee. 
This decline in the use of the sliding-scale is 
shown in the statistics given in Chapter XV, 
where it will be seen that, in 1896, 22 per cent. 
of the changes in wages were made under 
sliding-scale agreements, whereas in 1912, only 
84 per cent. come under this category. This 
decline is chiefly due to the fact that miners’ 
wages are no longer determined by a sliding- 
scale pure and simple, breaches in the principle 
having been made from 1893 onwards. 
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The miners’ objections to a sliding-scale 
may be summarised as follows :— 

(1) Mine owners are tempted during patente 
of low prices to increase their stocks, which, 
by securing an abundant supply at a future 
date, prevents the rise of prices and makes 
low wages—themselves the result of low prices 
—a cause of low prices in the future. The 
same result is secured by selling forward at 
prices prevalent during periods of depression. 

(2) It was argued that wages should not be 
determined by past prices, making labour 
depend on conditions already out of date, 
but should reflect present or future conditions, 
though the uncertainty of forthcoming market 
prices has always prevented the application 
of this theory to any extent. 

(8) Other things than prices should be 
taken into account. A large output at a low 
rate may yield the same return to the owner, 
but though giving the same wage to the 
collier, he does a great deal more work for the 
same money. It was therefore demanded 
that the amount of output should be taken 
into account. 

(4) Finally, the argument which did most 
to kill the sliding-scale was the feeling that 
‘the confounded thing had no bottom to it.’ 
It was, in fact, the agitation for the minimum 
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wage which brought about the creation of the 
Federated Districts, and separated the Unions 
of Northumberland and Durham from those 
throughout the rest of England. 

The iron trade is the only great industry 
that remains faithful to the sliding scale, and, 
even in this case, wages do not vary exactly 
in proportion to the price of the product. 

Wages of blast-furnace hands, for example, 
are determined on the following complicated 
system. The keeper of a furnace gets an 
upstart wage of 6s. per shift; so that, if he 
works seven shifts in a week, his basis wage is 
2 guineas a week. In addition to this he 
gets an additional percentage in proportion to 
the price of pig-iron, as determined quarter by 
quarter from an examination of the masters’ 
books. He further gets an efficiency bonus, 
according to the amount extracted from the 
furnace. A furnace is rated according to its 
age and capacity at so many tons’ output a 
week, and the keeper gets a bonus of id., 1d., 
or 13d. a ton on the excess output over and 
above the furnace standard. 

It might perhaps seem that this system, 
combining a basis wage with various other 
factors, would give an entirely satisfactory 
automatic basis for wage determination; but 
even here certain elements are left out of 
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account. If, for example, some new invention 
enables the same amount of work to be done 
by a furnace from poorer material or with 
less lime or coke, greater profit may be made, 
though it might be impossible physically to 
get a greater quantity of pig-iron out of the 
bottom of the furnace in a week; such changes 
would justify an increase of wages, and on such’ 
grounds as these the efficiency bonus has, as a 
matter of fact, been raised by collective bargain- 
ing more than once during the last ten years. 

The iron and coal trades are the most 
favourable cases for employing a_ sliding- 
scale system :—(1) Because there is a clear, 
definite price for standard qualities of the 
product, and very little chance for manipu- 
lating price statistics; (2) because the supply 
of the raw materials used is not subject to 
sudden fluctuations, and the price changes 
that occur are, in the main, attributable 
to the very variable demands for the pro- 
duct of these two trades, on which the whole 
force of alternate expansion and contraction 
in industry is focussed. 

On the other hand, in the cotton trade, 
neither raw cotton nor the price of the finished 
product would give any indication of the 
ability of the manufacturing part of the 
industry to pay wages, and the only possible 
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basis for an automatic indicator would he 
the ‘margin’ between the price of material 
and the price of the product. It is evident, 
however, that all the difficulties that have 
been referred to in the other two trades arise 
in the case of ‘margins,’ where the problem is 
infinitely more complicated when we come to 
commodities into the manufacture of- which 
many processes and many materials enter. 
We find a more direct attempt to adjust 
wages to what an industry can pay in the 
various profit-sharing and co-partnership 
devices that have been employed from time 
totime. These schemes are usually associated 
with an arrangement for giving the employee 
a share in the management of the business, 
and all varieties of the system are to be found, 
ranging from the payment of a simple bonus 
on wages, to the ideal of the Productive Co- 
operative Societies where the workers have 
full control of the industry. For convenience 
we may distinguish three main types :1— 
1'The case of the Federal Co-operative system, based 
upon the Distributive Stores and centralised in the Co- 
operative Wholesale Society, does not come into this 
discussion at all. Like State or Municipal employment, 
the C.W.S. bargains with its employees on an ordinary 
wage basis. The fact that a public body or a committee 
representing an organisation of consumers is the em- 
ployer ‘is not in itself a modification of the system, though 
ui both cases the force of public opinion may compel 


niore favourable terms to be given than in private 
employment. : ; 
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(1) Profit Sharing concerns where the 
employees have no share in the management 
at all. 

(2) Profit-sharing concerns where the bonus 
is used to purchase for the employees shares 
in the Company, and where, perhaps, one or 
more directors representing the working men 
shareholders sit on the Board. 

(8) Productive Co-operation where the 
whole of the Capital is owned by the opera- 
tives and the whole management is in their 
hands. 

The third of these forms of organisation has 
hitherto not obtained any very marked suc- 
cess, and it is easy to discover the reasons for 
its comparative failure to fulfil the high hopes 
which economists and social reformers have 
so frequently placed in it. Productive 
Societies exist in certain simple trades where 
there is an assured market with the Co- 
operative Distributive Societies. 

They are chiefly to be found in the boot 
and clothing trades at Leeds, Leicester, and 
Kettering. But they have shown no signs of 
rapid or vital growth, and, in a large number 
of cases, have had great difficulty in holding 
their own, even in the recent years of boom- 
ing trade. While the productive factories 
under the Co-operative Wholesale Society, run 
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by salaried managers on a wage basis, have 
kept up-to-date, introduced all the economies 
of large scale production, and enlarged their 
output by 50 per cent. in about six years, the 
Productive Societies have stood still. 

The inherent difficulty is that, when a man 
spends the day under the eye of the manager, 
and in the evening sits in judgment on him, 
new methods, machinery, and re-organisation 
of the workshop are not readily undertaken, 
and good-fellowship is more apparent than 
efficiency. 

The second form, which is commonly known 
as Co-partnership, is explained in a Memoran- 
dum on Co-partnership issued in October, 
1911, by a number of leading public men :— 

‘The Co-partnership of Labour with Capital 
is capable of many modifications according to 
the needs of varying industries, and in some 
one of them it is applicable to almost every 
industry where labour is employed. In its 
simplest form, taking the case of a man 
employed by a great Limited Liability Com- 
pany, it involves :— 

‘(1) That the worker should receive, in 
addition to the standard wage of the trade, 
some share in the final profit of the business, 
or the economy of production. 

*(2) That the worker should accumulate his 
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share of profit, or part thereof, in the capital 
of the business employing him, thus gaining 
the ordinary rights and responsibilities of a 
shareholder.’ 

In its influence on wages, however, the fact 
of having a control as shareholder in an indus- 
try, is not of very great importance, as the 
work-people’s directors are never sufficiently 
numerous to do more than place the views of 
their constituents before the Board. We may 
therefore consider (1) and (2) together. 

One of the difficulties of profit sharing is to 
know what profits really are, and clearly the 
fundamental condition for its success is that 
the operatives should feel that employers are 
honestly anxious to work the system fairly. 
This difficulty particularly arises when new 
shares are being issued to shareholders, or when 
money is being put back into the business. 

In this connection Mr Fay! mentions a 


1 Co-partnership in Indusiry, by C. R. Fay. 

Messrs Briggs & Co. were a joint stock company with 
limited liability owning large coal mines in Yorkshire. 
They started the Profit Sharing system in 1865, when it 
was announced in their prospectus that ‘whenever the 
divisible profits accruing from the business shall exceed 
10 per cent. on the capital embarked, all those employed 
in the company, whether as managers or agents at fixed 
salaries, or aS work-people, shall receive one half of such 
excess profit as a bonus to be distributed among them in 
proportion to their respective earnings.’ 

The company hoped thereby for the cessation of labour 
troubles and an increase in the economies of working. 
Men were not forbidden to join their trade union, but it 


182 CAPITAL AND LABOUR 


criticism made against one of the earliest 
schemes initiated by Messrs Briggs and Co. 
‘In 1873, when a sum of £380,000 was taken 
out of the previous year’s profits and invested 
in a mine, the shareholders got new shares 
in respect of it, but the employees lost the 
£15,000 of bonus which would otherwise have 
come to them as their share in the divisible 
profit. The organisation, therefore, of the 
public company, while it increases the imper- 
sonality of the employer, complicates the 
financial working of schemes designed to 
counteract this evil.’ 

A more fundamental economic objection 
to profit sharing, however, is that, in the 
highly complex industry of the present day, 
the individual operative is not able to influ- 
ence to any appreciable extent the profits 
of a concern. The efficient use of capital and 
able management account for so much in 
business that there may be great fluctuations 
in profits as between one concern and another, 
quite irrespective of the work and energy of 
even the whole body of operatives, to say 
nothing of the worker as an individual. 


was assumed that in the case of a fight they would stand 
by the company. So that when the test came and the 
Miners’ Union all over the district prepared to fight the 
companies in 1874 and 1875, about the reduction in the 
district rate, the men had to choose between Unionism 
and Co-partnership. They chose the former. 
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It is not clear that a man who happens to 
be engaged in a concern whose manager is 
clever enough to make large profits, ought to 
get much better wages than his fellow who may 
be an equally good workman, but is unfor- 
tunate enough to be employed in a firm whose 
management is comparatively inefficient. 

There are still many kinds of occupations 
to-day where the workman has very direct 
influence on the efficiency of the business, 
and in such cases there is much to be said for 
giving the employee part of the profits for 
which he is directly responsible. But it is 
of far more importance that those engaged 
in a trade should attend to the general level 
of wages for that trade, than that particular 
members of it should devote their attention 
to getting part of the profits of particularly 
successful concerns. 

Profit sharing is unpopular, because it 
tends to break up the solidarity of Labour. 
The insistence on a General Minimum has the 
desirable economic effect of crushing out the 
inefficient firm and screwing up the general 
standard of production, and, in the long run, 
of raising the level of wages. But if the 
employees get into the way of looking te 
bonuses for a great part of their wages, they 
may well allow the poorer firms to continue 
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in the business—employing those workers who 
are not so fortunate as to be taken on by the 
better firms, and, owing to the contentment of 
their more lucky colleagues, who may be loath 
to risk losing their bonuses, the men in the 
worst firms may fail to get support in their 
efforts to raise the standard rate of wages. 

This antagonism between Trade Union 
action and profit-sharing devices may be 
further illustrated by the efforts of employers 
who put such schemes into effect to keep 
their men out of Trade Unions. Even so 
wise an employer as Sir G. Livesey made it 
a condition of the South Metropolitan Gas 
Company scheme that, before a man could 
participate in profits, or be employed by the 
Company at all, he must sign a declaration to 
the effect that he was not a member of the 
Gas Workers’ Society. In many recent 
profit-sharing schemes, such restrictions have 
been removed, but it cannot be denied that 
the Trade Unions have grounds for regarding 
many of these schemes with suspicion. 

Profit sharing has been most successful 
among Gas Companies, but Professor Ashley 
points out six circumstances that have con- 
tributed to this result. They are! ‘monopoly, 


1° Profit Sharing,’ by Professor Ashley. Quarterly. 
Review, 1918. 
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solid capitalisation, a legal limitation of divi- 
dends of such a nature as to associate economy 
of production with the shareholders’ interests, 
practical security to the work-people that 
their zeal will in fact be rewarded, a stringent 
legal restraint of breach of contract, and the 
absence or weakness of unionism.’ 

The great interest aroused two years ago 
in profit-sharing and co-partnership devices 
shows a willingness on the part of employers 
to share some of their profits with their men, 
if only the plan will promote good feeling on 
the part of work-people. But the devices 
that are employed to-day have only a limited 
application, and Professor Ashley points out 
the more far-sighted course that such em- 
ployers should follow :—‘If they wish, as they 
well may in many cases, to improve the 
position of their people in the matter of 
remuneration, let them begin by establishing 
a sensible minimum wage. This may perhaps 
affect only a small fringe of their employees. 
Even so, the social effects of a living wage will 
be by no means inconsiderable; and in 
return, employers can make a better selection 
and enforce better service. Finally, if em- 
ployers accept, as many of them must, the 
essential principle of profit sharing in its 
widest sense—viz., that the work-people 








186 CAPITAL AND LABOUR 


should share in business prosperity, let them 
seek to carry it out in the only form consis- 
tent with modern democratic conditions—in 
a form extending to the whole of the trade to 
which they belong. 
. ‘The employers of each trade are coming to 
be more and more associated and federated 
in organisations which determine the wage 
policy of all their members, It is perfectly 
possible—as the recent example of the Ship- 
ping Federation has splendidly illustrated— 
for such bodies, when times of prosperity 
come, to give a share of it to the employees 
of all the constituent concerns in the form of 
higher or supplementary rates of pay, without 
waiting for such increases to be angrily 
demanded under threat of strike. This will 
be real profit sharing; it will tie no workman 
to any particular concern; and it will have 
the enormous merit of absolute simplicity.’ 


CHAPTER XIV 
COLLECTIVE BARGAINING 


Tae method of Collective Bargaining between 
Trade Unions and employers has been so 
much to the fore in recent years that it is not 
necessary to give a very detailed description 
of it. Speaking broadly, the system has 
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grown up with the growth of Trade Unions, 
and could not have attained its present 
position without them. It is true that there 
are important cases of shop agreements and 
even wider negotiations to be found in 
unorganised trades between employers and 
representatives of the operatives elected to 
negotiate on the spur of the moment, while in 
other instances a minority of Unionists are 
able to secure terms which are recognised for 
the whole trade or district. 

But where the Union is very weak, agree- 
ments are only of fitful occurrence, and when 
arrived at, have no guarantee of permanence. 
It is, moreover, apparent that in making 
bargains with their employers, individual 
work-people are so much at a disadvantage in 
their lack of opportunity to present their 
case that the professional representative, in 
spite of the hostility of employers and even of 
the prejudices of work-people themselves, 
has come to play a leading part in industrial 
bargaining. This point is so important, and 
is so very much the strongest argument for 
the ‘recognition’ of Trade Unions, that it is 
worth while to quote at length the admirable 
summary of the case for the ‘official’ given 
by Mr and Mrs Sidney Webb.? 

1 Webb, Industrial Democracy. 
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Apart altogether from the disturbing influence 
of the “personal equation,’ it is obvious that the 
manual workers will stand at a grave disadvan- 
tage if they do not command the services of an 
expert negotiator. Unfortunately for his interests 
the workman has an inveterate belief in what he 
calls a “practical man,’ that is, one who is actu- 
ally working at the trade concerned. He does 
not see that negotiation is in itself a craft, in 
which a man must have had a special training 
before he can be considered a ‘practical’ man for 
the business in hand. The proper adjustment of 
the rate of remuneration in a given establishment 
requires, to begin with, a wide range of industrial 
and economic knowledge. 


Unless the workman’s negotiator is accurately 
acquainted with the rates and precise conditions 
prevailing in other establishments and in other 
districts, he will be unable to criticise the state- 
ments which will be made by the employer, and 
incapable of advising his own clients whether 
their demand is a reasonable one. Without some 
knowledge of the economic conditions of the 
industry, the state of trade, the number of orders 
in hand or to be expected, and the condition of 
the labour market, his judgment of the oppor- 
tuneness or strategic advantage of the men’s 
demand will be of no value. The mechanic kept 
working for fifty or sixty hours a week at one 
narrow process in a single establishment would 
be an extraordinary genius if he could acquire 
this information. 


Nor would a knowledge of the facts alone 
suffice. The best kit of tools will not make a man 
a good carpenter without that training in their 
use which experience alone can give. The quick 
apprehension and mental agility which make up 
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the greater part of the art of using facts are not 
fostered by days spent in physical toil. Finally, 
the perfect negotiator, like the perfect carpenter, 
attains his expertness only by incessant practice 
of his art. Here, again, the workman is at a 
special disability compared with the captain of 
industry. The making of bargains and agree- 
ments, which occupies only an infinitesimal 
fraction of a workman’s life and thought, makes 
up the daily routine of the commercial man. 

These considerations have slowly overcome the 
workman’s objections, and have, in the most 
powerful unions, together comprising over a 
third of the aggregate membership, caused the 
bulk of the collective bargaining to be gradually 
transferred from the non-commissioned officers 
to the salaried civil service of the movement. 
Especially in the piecework trades has the 
amateur negotiator most clearly demonstrated 
his inefficiency. The great staple industries of 
cotton, coal, and iron, together with boot and 
shoe making, and the hosiery and lace trades, 
have especially developed elaborate and compli- 
cated organisations for collective bargaining 
which have excited the admiration of economic 
students all over the world. 


The advantage to the employee of uniform 
conditions arrived at by Collective Bargaining, 
needs no further elaboration; but in a com- 
petitive trade it is also clear that the employer 
usually gains immensely from having a 
definite market price for labour, which he 
knows that all other employers have to pay— 
just as it is to his advantage to have a market 
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price for his raw material. In most trades, 
employers have recognised this fact, and 
would be very unwilling to supersede the 
system and return to the uncertainties of the 
method of individual bargaining. 

The immense importance of collective agree- 
ments in determining industrial conditions is 
evident when one considers the scope of 
some of the chief industrial treaties. The 
Brooklands Agreement, which until recently 
governed the relations of employers and 
employed in the cotton-spinning trade, 
directly affects some 150,000 workers in 
Lancashire and the adjoining counties. The 
General Agreement in the engineering trades 
is estimated to apply to 100,000 operatives, 
while the settlement arrived at in 1906, 
governing the wages of miners in the feder- 
ated districts applies to 378,000 work-people. 

Some recent national agreements are even 
wider in their scope.1_ ‘Whether in the form 
of “shop lists” or of agreements with a more 
extended area, the method of Collective Bar- 
gaining may be said to prevail throughout 
the whole of our manufacturing industries, 
and to obtain to a very considerable extent 
in regard to the employment of dock and 


_* Report on Collective Agreement between Employers 
and Work-people in United Kingdom, 1910. 
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waterside labour, and of labour employed in 
transport and in sea-fishing.’ 

But in two, at least, of these groups of 
occupations—viz., in unskilled trades, and in 
those, such as the railway service, where 
employment is more or less permanent, and 
the employer is not under the necessity of 
continually re-engaging hands, the system 
is of comparatively recent date. In the 
case of unskilled trades, organisation is 
exceedingly difficult, partly because of the 
constantly changing personnel’ and the move- 
ment from trade to trade, and partly because 
of poverty, which makes it almost impossible 
to bear the expense of permanent organisation. 

The difficulties in the way of the organisa- 
tion of railway servants have already been 
referred to, and it is only necessary to repeat 
that when conditions of service are based 
upon a more or less permanent scale, it is 
particularly difficult to make the requisite 
changes in times of rising prices, or when 
speeding-up or some other modification in the 
conditions of work alter the nature of the call 
which is made on the energies of the operative. 

In both these cases, however, it has become 


1In women’s occupations the personnel changes far 
more rapidly than in the case of men, owing to the com- 
yaratively short industrial life of a large proportion of 
women-workers who leave their employment when they 
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increasingly apparent that agreements arrived 
at by some form of bargaining for the trade 
as a whole is quite as important, if not more 
so, than in other occupations. For there is 
even less ground for assuming that individual 
competition will produce satisfactory results. 
Since 1907 the railway service has been 
brought into the list of trades whose con- 
ditions are governed by Collective Bargaining, 
while in 1911 arrangements were made for 
the establishment of Jomt Boards determining 
the conditions of the dockers in most of our 
ports, and of other transport workers in many 
important centres. 

There is no uniformity in the substance of 
Collective Agreements generally, and the sub- 
jects dealt with vary very greatly from trade 
to trade. Wages are nearly always the main 
point, the method of payment being com- 
monly laid down in detail. In this connection 
there appears on the surface to be a great dis- 
tinction between the trades where piece- 
wages and time-wages respectively are paid. 
But the Report. on Collective Agreements, 
points out that whether the method of remun- 
eration adopted be expressed as payment by 
results or as payment by time, the amount of 
work done and the time taken in performing 
it, are factors both of which are, to a greater 
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or less extent, taken into account in every 
agreement with regard to wages. 

Thus, on the one hand, the employee who 
is working on time-wages is expected by his 
employer to turn out in a given time not less 
than a more or less specifically agreed upon 
quantity of work—‘to do a fair day’s work,’ 
while, on the other hand, a list of plece-wage 
rates usually has an implied, and in some cases 
an explicit, reference to the amount of 
money which can be earned by a man working 
under the list in a given time. 

Remuneration in piece-work trades, how- 
ever, naturally involves far more intricate 
bargaining than where time-wages are paid; 
and the Board of Trade’s Report is largely 
filled up with complicated piece-rate state- 
ments, the drawing up of which must have 
involved an immense amount of negotiation. 

But other subjects also come in for a good 
deal of attention, among which may be 
mentioned regulations affecting normal hours 
of labour, payment for overtime, or for night- 
shifts, restrictions on overtime, provisions 
dealing with the number, and in many 
instances with the class, of work-people to be 
employed in carrying out certain work; 
arrangements for the distribution of work 


in slack times, regulations affecting the 
Clip I 
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demarcation of work, and restrictions on the 
employment of youthful labour. 

Various kinds of machinery are set up by 
these industrial treaties for carrying out the 
objects of the agreements, or for settling new 
questions as they arise. In a large number of 
trades, disputes are ultimately referable to a 
national board representing employers and em- 
ployed, though there are differences of detail 
in the preliminary stages before this point is 
reached. The arrangements in the shipbuild- 
ing, engineering, coal-mining, and other trades 
are, however, so similar in principle that we 
need only quote the clause in the general 
agreement governing the engineering trade, 
which makes provision for avoiding disputes. 

‘With a view to avoid disputes, deputa- 
tions of workmen shall be received by thei 
employers, by appointment, for mutual discus- 
sion of any question in the settlement of which 
both parties are directly concerned; or it shall 
be competent for an official of the Trace 
Union to approach the Local Secretary of the 
Employers’ Association with regard to any 
such question, or it shall be competent for 
either party to bring the question before a 
Local Conference to be held between the 
Local Association of Employers and the Local 
Representative of the Trade Unions. : 
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‘In the event of either party desiring to 
raise any question, a Local Conference for this 
purpose may be arranged by application to the 
Secretary of the Employers’ Association, or of 
the Trade Union concerned, as the case may be. 

‘Local Conferences shall be held within 
twelve working days from the receipt of the 
application by the Secretary of the Em- 
ployers’ Association, or of the Trade Union or 
Trade Unions concerned. 

‘Failing settlement at a Local Conference 
of any question brought before it, it shall be 
competent for either party to refer the matter 
to the Executive Board of the Federation 
and the Central Authority of the Trade Union 
or Trade Unions concerned. 

“Central Conferences shall be held at the earli- 
est date which can be conveniently arranged 
by the Secretaries of the Federation, and of 
the Trade Union or Trade Unions concerned, 

‘There shall be no stoppage of work, either 
of a partial or of a general character, but 
work shall proceed under the current con- 
ditions until the procedure provided for 
above has been carried through,’ 

Similar provisions are included in the 
Brooklands Agreement, though in that case 
the number of intermediate stages is greater, 
In a few trades there is a slightly different 
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machinery according to whether the question 
at issue turns on the interpretation of an 
existing agreement or raises a fundamental 
question of policy, as, for example, a demand 
for a general rise of wages, or for the inclusion 
of some new topic within the scope of the 
Agreement. Clearly in the latter case the em- 
ployers and employed must reserve to them- 
selves a more direct control than in the case 
of disputes about interpretation, when the 
principles involved have presumably been 
already laid down. The whole system has, 
indeed, been frequently criticised on the 
general ground that it does not adapt its 
machinery sufficiently to these quite different 
types of dispute. 

The need of this distinction becomes stil 
more important as regards the machinery to 
be applied when the Joint Boards fail to 
come to an agreement. In this connection, 
Trade Boards may be analysed as follows on 

‘(1) Boards whose rules provide complete 
automatic machinery for the settlement of 
disputes. 

‘(2) Boards whose rules provide machinery 
for the settlement of disputes which can only 
be resorted to by mutual consent of the parties. 


1Report on Rules of Voluntary Conciliation and 
Arbitration Boards and Joint Committees. 
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‘(3) Boards whose rules make no provision 
for avoiding a deadlock in the settlement of 
disputes,’ 

Of the 178 Trade Boards whose rules are 
reported to the Board of Trade, no less than 
96 have complete automatic methods for 
dealing with disputes in which the parties 
have been unable to arrive at a settlement, 
Some of the Boards leave the Board of Trade 
to provide the machinery; others make 
provision for a permanent neutral chairman, 
arbitrator, referee, or umpire; others refer 
disputes to an arbitrator or umpire appointed 
todeal witha specific dispute; while others pro- 
vide for a panel of several umpires or referees, 

The function of an arbitrator is obviously 
very much more definite in the case of dis- 
putes as to interpretation, and a lawyer may 
very often be the most desirable person to 
deal with such questions. But when it comes 
to a question of what is a fair level of wages, 
it is clear that very rare qualities are required 


_ by the person who undertakes to determine 


them. It is almost impossible for any one in 
the trade to command the support of both 
sides, for his position will almost certainly 
attach him to the interests of either employer 
or employed. But on the other hand, an 
outsider has to be taught the details of 
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the trade, and is very liable to make 
mistakes. : 
In any ease it is difficult for any arbitrator 
to secure acquiescence in his decision on the 
mere weight of his own authority, and in the 
long run an award will only be satisfactory if 
it secures the general approval of both parties 
concerned. Persuasiveness and tact are, 
therefore, the most essential qualities required, 
and if an umpire or referee can get both sides 
into the position of recognising the reasonable- 
ness under the circumstances of a particular 
decision, he may possibly be able to induce them 
to make the agreement on their own responsi- 
bility; that is to say, his function may really 
become that of a conciliator who suggests, 
rather than that of an arbitrator who decrees. 
It should be said, that the history of the 
last 50 years is illuminated by several very 
remarkable examples of arbitrators whose 
personality has so appealed to both disputing 
parties that their awards have gained con- 
tinuous acceptance, where other less known 
persons might have failed to bring about an 
agreement. Lord James of Hereford, Sir 
D. Dale, Mr Watson, and Mr Mundella were 
names to conjure with in the trades with 
which they were respectively concerned. 
The first of these even succeeded ™ 
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persuading the boot and shoe trade to forgo 
the right to strike or lock-out, under the most 
remarkable agreement that has ever been 
drawn up. Questions that could not be 
. determined by joint conference were to be 
referred under the agreement to the arbitra- 
tion of Lord James, and, in order to provide 
guarantees for carrying out the ‘Terms of 
Settlement,’ £2000, half being contributed by 
each party, was vested in three trustees, 
Both parties have at times been fined by Lord 
James under the deed for breaches of the 
agreement, which has certainly kept the 
industry free from industrial disputes since 
it came into operation twelve years ago, 

The example of the boot and shoe trade 
has not, however, been followed by other. 
industries, and the problem of enforcing the 
fulfilment of agreements has become a pres- 
sing one in industrial politics, 

The Industrial Council, which at the request 
of the Government has spent a good deal of 
time considering this question, reports that 
the decisions of Joint Committees, Concilia- 
tion Boards, even of arbitrators, do not 
constitute contracts comparable with 
commercial contracts, for in the latter case 
the persons who enter into them are com- 
monly the principals directly concerned, 


ordinary 
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Industrial agreements, on the other hand, 
are frequently made by representatives who, 
by reason of the numbers involved and the 
circumstances which surround trade move- 
ments, find it difficult to obtain well-defined 
authority to enter into a settlement, or even 
to ascertain beforehand the exact wishes of 
those whom they represent. The Council 
find that although many instances of alleged 
breach were brought to their notice, the 
evidence of the considerable majority of the 
witnesses was to the effect that agreements 
had very generally been duly fulfilled by both 
parties. 

“It is recognised by both sides that they are 
under a strong moral obligation to observe 
agreements which have been entered into by 
them or by their representatives on their 
behalf. The principal exceptions appear to 
be in trades which are unorganised, or in 
which on. one side or the other the organisa- 


we find that where agreements are the out- 
come of properly organised machinery for 
dealing with disputes, they are, with very few 
exceptions, loyally observed by both sides. 
Where agreements have been broken, it is 
frequently found that they were made at 
times when, owing to abnormal conditions, 
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great difficulty must have been experienced in 
arriving at a fair adjustment.’ 

The Council consequently came to the fol- 
lowing conclusions :’— 


The whole organisation of collective bargaining 
of which we have expressed our approval is based 
upon the principle of consent. We have found 
that such collective agreements have been as a 
tule kept, and we are loath either to interfere 
with the internal organisation of the association 
on both sides by putting upon them the legal 
necessity of exercising compulsion upon their 
members or to introduce a new principle which 
might have far-reaching and unexpected effects 
upon the natural growth of such association or 
upon the spirit with which, as a rule, they have 
been carried on. We have, therefore, as will be 
seen, come to the conclusion that the establish- 
ment of a system of monetary penalties is not 
desirable, and that such penalties as prohibition 
of assistance to persons in breach should not be 
made legally obligatory. 

We have stated, however, and we wish to give 
our opinion the maximum degree of emphasis, 
that where a breach of an agreement has been 
committed no assistance, financial or otherwise, 
should be given to the persons in breach by any 
of the other members of the associations connected 
with the agreement. The language of our Report 
is intended to express as strongly as possible our 
adherence to the view that moral influence should 
in every feasible way be brought to bear in 
favour of the strict carrying out of agreements, 
and that in cases where, by any of the methods 
to which we have alluded, a breach is found to 


1 Report on Inquiry into Industrial Agreements, 1918. 
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have been committed, associations should accept 
the findings of the tribunal, and should exercise 
to the full the disciplinary powers of their organis- 
ation, assisted, as would no doubt be the case, by 
the force of public opinion. 


But though Collective Bargaining has had 
a great success in the past, it has come in for 
a great deal of criticism in recent years, 
especially from a section of the working 
classes who are disappointed at being unable 
to obtain the increase of wages which they 
have desired. The main criticism from this 
side is that the machinery is exceedingly slow 
and cumbersome, and that they lose oppor- 
tunities for getting advances in wages which 
they might often obtain when, for some reason 
or other, they are in a strategic position to 
dictate terms. ; 

The employers’ difficulty is that, while they 
have no time to spare for the detailed admin- 
istration involved in committee work, they 
are afraid of finding themselves committed 
on questions of principle when they have not 
themselves been directly consulted. In fact, 
they have a natural objection to parting with 
any of their plenary authority over their own 
methods of business. 

It is therefore sometimes said that the 
system is breaking down and is failing to meet 
the needs of industry; but the facts do not 
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justify this pessimistic conclusion. The justi- 
fication of the elaborate machinery that has 
been built up in the last few decades is to be 
found in the small number of disputes which 
end in strikes or lock-outs compared with the 
enormous number of questions in which a 
settlement is arrived at by the Trade Board 
or by arbitrators. The statistics in Chapter 
XV. show that, even in 1911, nearly 84 per 
cent. of the changes in wages recorded by the 
Board of Trade were made without a stoppage 
of work, while in the ten years preceding 1908 
no less than 97 per cent. of the changes were 
made withonrt stoppage. 


CHAPTER XV 
STRIKES AND LOCK-OUTS. 


THE part which strikes and lock-outs play in 
our present economic system may best be 
shown by reviewing statistics of strikes 
in recent years presented by the Board of 
Trade. 

Before doing so, however, one illustration 
may be given to show how easy it is, when 
goodwill is lacking on both sides, for the 
most trivial matters to assume the very gravest 
proportions. The story serves to show that 
in speaking of strikes we have passed 


204 CAPITAL AND LABOUR 


from questions of economic theory to a realm 
where the passions and weaknesses of human 
nature are the governing considerations. 
The Rand strike of 1912, which, as every one 
will remember, culminated in bloody riots in 
Johannesburg on July 4th and 5th, in the 
course of which 19 persons were killed, 32 
civilians and 2 soldiers seriously injured, and 
18 civilians and 7 soldiers and police detained 
in hospital for less serious injuries, arose 
in the following manner :'— 


At the outset, the dispute at the Kleinfontein 
Mine last May arose owing to the action of a new 
manager, who decided that five mechanics 
working underground, who had previously 
knocked off work at 12.80 on Saturdays, should 
remain at work with the rest of the staff until 
3.30 on Saturdays without extra pay. Negotia- 
tions between the manager and the secretary of 
the Amalgamated Society of Engineers failed to 
settle the matter, and on May 26th the men 
decided by ballot to strike. Two days previously, 
Mr Steyn, the Acting-Inspector of White Labour, 
interviewed the manager, and intimated to him 
that he had broken the Industrial Disputes Act 
in not giving a month’s notice. On this advice the 
manager posted a notice to the effect that his 
previous orders were withdrawn, but that the 
new hours would be worked after July_ 1st. 
Subsequent inquiry shows that the Act had not 

1The account is summarised in The Economist of 
January 8rd, from the report of Judges Wessels a0) 
Ward, who held an inquiry into the conduct of the 


military and police on behalf of the South African 
Government. 
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been broken, as it only requires notice to be given 
when the matter affects at least ten men, but the 
Commission placed on record their opinion that 
the management were seriously at fault in con- 
travening the spirit of the Act. 


The men, however, took up the attitude that the 
Act had been broken, and demanded immediate 
reinstatement. ‘They also took the opportunity 
to demand a short working day on Saturday for 
allemployees. At this stage the Commission finds 
that the men were greatly incensed because, as 
they thought, the Kleinfontein management were 
being allowed to break the law with impunity, 
and the Crown was taking no steps to punish the 
wrong-doers. The Report continues, that ‘the 
Mines Department did not point out to the em- 
ployees their error, for the simple reason that they 
also had put a wrong interpretation on the law.’ 


On the 28th the management offered to return 
to the old conditions, unreservedly, but addressed 
their offer to the Deputy Mayor of Benoni, and, 
in spite of a suggestion from Mr Steyn, refused 
from this time onwards to deal with the strike 
committee or any representatives of the men who 
were not in their own employ. By this step, 
although the manager of the mine had previously 
dealt with the union secretary, the mining com- 
pany raised the question of ‘recognition,’ and 
“made what was originally a trivial dispute 
assume a much more formidable aspect. . . . It 
is quite clear to us that it was entirely due to the 
refusal of the mine management to meet the 
representatives of the men that the solution as 
regards the dismissal of the five men became 
impossible, and that this led to the further com- 
plications which eventually culminated in the 
general strike.’ The Commission have no doubt 
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that in taking this step, and in the subsequent 
attempt to introduce strike breakers, the Klein- 
fontein Company was bound by the policy o 
the whole mining group. 

The men on their part had also stiffened in their 

attitude, and declared that as the Industrial Dis- 
putes Act had already been ignored, they would 
no longer be bound by it. They began to incite 
men. in other mines to come out, and though the 
Van Ryn Company urged the Government to 
prosecute the strike leaders for incitement under 
the Industrial Disputes Act, the Government 
apparently determined to treat the Act as a dead 
letter. The men also formulated a demand for an 
Hight Hours Bank to Bank Bill, and, as the Com- 
mission point out, ‘they made any settlement 
difficult, because they constantly shifted their 
ground as they thought their power to extract 
concessions increased. . . . If the men honestly 
wished to settle the original dispute they did not 
realise that unless demands are crisply formulated 
and adhered to, it is extremely difficult for the 
parties ‘themselves to settle a dispute, and almost 
impossible for an intermediary, such as the 
Government, to do so.’ 

While, therefore, the Commission put the blame 
on the company at the outset, they show that 
after a while the men made a settlement 1mp0S- 
sible, and after the strike breakers were 
introduced, ‘the passions of the men were SO 
strongly aroused, that a settlement on a just and 
reasonable basis could then be hardly hoped for. 


But the Government does not escape 4 full 
measure of criticism for its indifference pes 
this period of the dispute. Though the pe 
officials of the Mines Department foresaw the 


3 . ‘ ‘ ion 
seriousness of the situation, ‘their interventio: 
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could never have been effective so long as the 
negotiations on behalf of the Department were 
carried on by men who were only holding acting 
appointments at the time, and therefore without 
prestige. No intermediary acting on behalf of 
the Government could have hoped to succeed 
unless he were clothed with plenary powers.’ 
Early in June the representatives of the industry 
stated that they regarded the Minister of Mines’ 
presence, or some high official authorised to 
negotiate with the strikers, as necessary. 


On June 5th the Benoni Chamber of Commerce 
telegraphed that the position was terribly 
serious, but that they believed that the Minister’s 
presence and intervention would end the dispute. 
The Government’s answer was as follows :— 
‘Your telegram last night to Prime Minister and 
Minister of Mines. Government regrets no solution 
of dispute yet been found, but cannot partici- 
pate, and must adhere to impartial position. 
Minister regrets cannot possibly leave Parlia- 
mentary duties at this stage of session.’ This 
inactivity greatly weakened the prestige of the 
Government with the strikers, while the neglect 
to enforce the Industrial Disputes Act, both at 
the outset and when the strikers had palpably 
violated it by incitement, caused the latter to 
conclude that the Government treated it as a 
nullity. 

Thus the old story was repeated of small errors 
uncorrected until too late, concessions made 
grudgingly and in a way that failed to appease, 
and of golden opportunities for intervention 
allowed to slip away. The details of it all are so 
familiar—with slight differences of local colour— 
that it might almost have been written out before- 
hand by an imaginative public official. But in 
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spite of its familiarity the story cannot have too 
wide a circulation, for it is only by our own and 
other people’s experiences that we shall learn how 
to steer a course through these ever-recurring 
difficulties. 


From time to time in British industrial 
history there have been periods when what 
may almost be called an epidemic of strikes 
has occurred, and in several cases the sequence 
of events has been not unlike the experience 
through which we have been passing in the 
last few years. The period of the early 
thirties, when Robert Owen’s enthusiasm 
caused the formation of several short-lived 
national unions, was perhaps the first occasion 
on which the idea of the general strike was 
mooted. Work-people in 1830 had, however, 
practically no experience in organisation, and 
these unions undertook tasks far beyond their 
strength. To a very large extent the move- 
ment of these years entirely disappeared, and 
Trade Unionism did not revive as an effective 
force till about 1850. 

The other period which suggests comparison 
with recent events is 1889-92, when the strike 
in East London for the dockers’ ‘tanner’ was 
followed by the organisation of a very large 
number of unions among unskilled labour. 
The great organisations in skilled trades, 
which for the preceding thirty years had 











STRIKES AND LOCK-OUTS 209 


‘represented British Trade Unionism, were 
friendly benefit societies as well as negotiating 
bodies, but from the period of the dockers’ 
strike onwards, we get the ‘fighting union,’ 
dependent on a comparatively small sub- 
scription, and almost entirely concerning itself 
with industrial bargaining. This period of 
strikes ended with the great strike of miners 
in the English Federated Districts of 1893, 
and the cotton lock-out of 1894.* 

In 1893, on the recommendation of the 
Labour Commission, the Labour Department 
of the Board of Trade was instituted, and from 
that time onwards we have definite statistics 
about strikes, etc., the most important of 
which are summarised on pages 210-11. 

The statistics of ‘working time’ lost since 
1893 show that in the two years following 1894 
there was comparative calm. In 1897, and 
again in 1898, there were renewed disturbances, 
of which the chief was the great engineering 
lock-out. This conflict was following by a 
whole decade of comparative industrial peace. 

It is true that between 1899-1907 there was 


1 This strike, like the miners’ strike of 1912, was for a 
minimum wage, and though the miners did not obtain the 
right to a definite minimum day wage, they did succeed in 
procuring that the fluctuations of wages according to the 
sliding-scale should have a definite lower limit. This, 
in effect, guaranteed a minimum piece-rate, while the Act 
of 1912 guarantees minimum daily earnings. 
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1896| 607,654)+ 26,519) 22 10. 68 
1897) 597,444|+ 31,508) 22-7 2:6 | 80-4 
1898] 1,015,169|+ 80,713] 16-4 8-2 | TA? 

+ 

+ 














1899] 1,175,576|+ 90,313] 14-9 | 32-4 | 52-7 
1900 } 1,185,786 | +208,588| 15-9 | 42-4 | 41-7 
1901} 982,126|— 76,588] 20-2 | 55-4 | 24-4 
1902] 807,206|— 72,595| 19-1 | 61-0 | 19-9 
1903] 896,598|- 38,327| 2-6 | 76-0 | 21-4 
1904| 800,658 !— 39,230] 3-2 | 71-6 | 25-2 
1905| 688,889]- 2,169] 5-1] 44-7 | 50-2 
1906] 1,115,160|+ 57,897| 5-6 | 387-2 | 57-2 





+ 


1907| 1,246,464] +200,912| 5:0 | 58:8 | 386-2 
1908| 968,883|— 59,171] 6:5 | 62-4 | 31-1 
1909| 1,154,796 |- 68,922} 3-3 | 68:2 | 28-5 
1910} 548,988|+ 14,534| 7-3 | 69-5 | 23-2 
1911] 916,3866/+ 34,578| 5-9 | 57-0 | 87-1 
1912] 1,818,240|+129,404; 3-5 | 52:4 | 441 
1918) 1,770,168 /+164,178| — | — = 











a continual recurrence of small disputes in all 
groups of trades, which showed the imper- 
fection of Collective Bargaining. But so long 
a spell without serious outbursts led many to 
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PROPORTION OF 
CHANGES AFFECTED) 


TRADE DISPUTES. 


PROPORTION SETTLED 





























Working 

‘ No. ~ Days In favour |Infavour| Q.,_ 
ae st Jot | lye. [Pom 
per cent.| per cent. per cent. | per cent. | per cent. 
615|80,467,765| 64-3 | 26-5 9-2 

929) 9,529,010) 21-0 | 59-1 | 18-9 

745| 5,724,670) 28-6 | 29-8 | 45-7 

926) 8,746,868] 438-5 | 28:0 | 38-3 
864)10,845,523) 24-2 | 41-0 | 34-6 
711|15,289,478) 22:6 | 60-1 | 17-2 

719) 2,516,416) 26-7 | 44-1 | 29-1 

648| 8,152,694) 80-1 | 27-5 | 41-9 

642) 4,142,287) 27-5 | 84-7 | 37-3 

442) 8,479,255) 31°38 | 31°8 | 36-1 

887) 2,838,668) 31-2 48-1 | 20-7 

855| 1,484,220, 27-3 | 41-7 | 30-9 

858| 2,470,189, 24-7 | 33:9 | 40-6 

486| 3,028,816) 42°5 | 24-4 | 32-7 

601| 2,162,151) 382°7 | 27-3 | 40-0 
899)10,834,189| 8-7 | 25-7 | 65°6 

436) 2,773,986, 11:2 | 22°3 | 64°5 
581) 9,894,831) 16-3 | 13:8 | 69-7 , 
903/10,819,591) 6-6 9-3 | 84-1 
857/40,914,675) 745 | 14-3 | 11-1 

1462/11,491,000) — | —-| — 














believe that the policy of Joint Boards, with 
or without an appeal to the Board of Trade, 
had solved the problem of the relations of 
Capital and Labour. But, as has been pointed 
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out in a previous chapter, machinery for 
settling disputes had not been established in 
certain very important branches of industry, 
and in particular in the transport trades 
Trade Unionism was not only weak, but was 
commonly unrecognised by employers. 

The present phase of unrest dates from the 
railwaymen’s national agitation of 1907, 
when a strike was only averted by the inter- 
vention of Mr Lloyd George, then President 
of the Board of Trade. His good offices were 
carried out by alternate interviews with the 
parties, for the companies refused to have 
anything to do with the Trade Union officials. 

The outcome of that crisis was the Con- 
ciliation Scheme of 1907, which, though not 
permitting the railway servants to put their 
case through their own expert officials, never- 
theless made a great step forward, for it not 
only established a method of Collective Bar- 
gaining, but also provided that if both the 
sectional and central boards failed to reach 
agreement, the final determination of condi- 
tions should rest with an arbitrator, to be 
appointed by the Speaker of the House of 
Commons and the Master of the Rolls. Thus 
the ultimate determination of industrial con- 
ditions in the railway system of the country 
was taken out of the hands of the railway 








STRIKES AND LOCK-OUTS 2138 


directors and placed under the authority of 
the State. 

The machinery of the scheme, however, 
was exceedingly cumbersome, and the men 
still felt their weakness in not having an 
expert to represent them on the Conciliation 
Boards; and the improved conditions secured, 
though important, did not nearly satisfy the 
men. Hence after the railway strike of 1911, 
the Conciliation machinery was speeded up, 
while partial recognition was accorded, in 
that the men were allowed to appoint one of 
their union officials as secretary of the Con- 
ciliation Boards. 

After the slump in trade of 1907, the figures 
show an increase of industrial disputes in 
1908, mainly on account of the prolonged 
strike of engineers and shipbuilders.on the 
north-east coast. 1909 was a better year, but 
in 1910 there was a great increase, not only in 
the loss of working time, but also in the 
actual number of strikes. It was in this year 
that the doctrine of Syndicalism, which was 
so much advertised by the short unsuccessful 
strike of railway workers on the Northern 
railways of France, began to attract the 
attention of the working classes in this 
country. 

The coronation year of 1911, as every one 
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remembers, was marked by a succession of 
strikes in all branches of the transport trade, 
the result of which was to establish Con- 
ciliation machinery in most of the important 
ports of the country. In 1912, mainly owing 
to the coal strike, the loss of working days 
through trade disputes was the largest on 
record, amounting as it did, to 42 million 
working days. Finally, in 1913, though there: 
were far more disputes than in 1912, the: 
loss in time was very much less, for none 
of the disputes were of anything like the 
same magnitude as the miners’ strike. 
Among the causes of strikes and lock-outs, 
the question of wages naturally occupies the 
most important place; but the Board of 
Trade’s figures of the average number of 
work-people directly involved in disputes of 
various kinds shows that the question of 
Trade Unionism and working arrangements 
have also figured largely in the last ten years 
as causes of industrial disturbance. 
Something like 69 per cent. of the work- 
people affected in the last ten years were con- 
cerned in disputes about wages; the question 
of Trade Unionism roughly affected about 
18 per cent.; hours of labour, 7 per cent.; 
working arrangements, 7 per cent.; and 
employment of particular classes of persons, 
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7% per cent. In the last three or four years, 
however, the question of Trade Unionism 
occupies a more prominent position, for the 
great fights in recent years have been for the 
recognition of the principle of Collective 
Bargaining and of Conciliation in the trans- 
port trades of the country. 

So far as results are concerned, figures of the 
Board of Trade show that on the average of 
the last ten years about 27 per cent. have been 
settled in favour of work-people, about 26 
per cent. in favour of employers, and the 
remainder have been compromises. A. sig- 
nificant feature of the figures is the marked 
decrease in recent years in the proportion 
of disputes settled in favour ‘either of em- 
ployers or of employees, and the increase 
under the head of ‘compromised.’ 

Tf we look at the Board of Trade’s figures 
with regard to changes in wages, we find that 
by far the largest number of changes have 
occurred without a stoppage of trade; and 
even in the year of most strikes, the proportion 
of changes effected amicably has never fallen 
below 80 per cent. 

In view of these facts it may be asked 
whether strikes are of importance in securing 
better conditions of labour for work-people. 
Or are we to accept Mr Philip Snowden’s 
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argument that ‘a strike never did bring much 
substantial gain to the workers; from the 
nature of things it is impossible that it could; 
it is a contest of endurance, and the work- 
people are never so well fortified as the 
employers. The history of the workers since 
the beginning of the industrial era shows that 
they have alternated between faith in strikes 
and despair of strikes. Short experience of 
strike methods has soon brought disillusion- 
ment,’ 

The argument continues somewhat as fol: 
lows :—Assuming the value of a day’s work 
at the low figure of 5s., the loss due to idle 
time in 1912 reduced the year’s production by 
fen millions. The further indirect loss through 
disorganisation of trade is great though 
incalculable, while the mischief made between 
employers and employed is an injury of a 
moral kind that cannot be estimated in money. 
The workers are only successful in a propor- 
tion of their disputes, and the increase of 
wages cannot nearly compensate for these 
various drawbacks. Further, if employers 
wish to fight to a finish, a strike against a 
Federation of Masters can never be successful 
in the long run. 

Mr Ramsay Macdonald, on the other hand, 
shows in his book on Social Unrest that the 
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curve of wages has taken a distinct upward 
turn in recent years, which follows closely on 
the upward movement of the strikes’ curve. 
An argument of this kind is not conclusive, 
for the conditions of industry may have been 
favourable for an upward movement of 
wages. But Mr Macdonald sees in the coin- 
cidence of the two sets of figures a presump- 
tion that the strikes have had, at all events, 
something to do with the getting of better 
terms by work-people. 

On the whole, most people would be 
inclined to agree with Mr Macdonald, for 
even if it be true that in particular cases the 
loss of wages is not compensated for many 
years by the increase obtained, the moral 
effect of a really serious strike is a factor of 
immense importance affecting wages. 

In the period immediately succeeding the 
transport strikes of 1911, many increases of 
wages were undoubtedly granted by employers 
which would certainly have not been given, 
at all events, without a struggle, if they had 
not known that the work-people had got 
the strike fever in their veins. Moreover, 
the facts that have come to light in connec- 
tion with recent disturbances have had an 
immense influence on public opinion, and 


though the views of the general public do not 
CI. K 
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affect employers openly, there is no doubt 
that they cannot for long fly in the face of an 
antagonistic public. 

This argument does not mean that strikes 
on the recent scale are a necessary condition 
of our present industrial system, but it does 
point to the fact that when the strike weapon 
has been in abeyance for some time, and the 
public has been apathetic about industrial con- 
ditions, it may require some startling events 
to call attention to the workers’ grievances, 
and to remind employers that they are not 
absolute autocrats in the industrial system. 

On the other hand, Mr Snowden’s argument 
is a timely warning. Strikes are a barbarous 
method which involves a very great economic 
loss, and like all warfare does not guarantee 
that the right will prevail. Syndicalist 
propaganda has made a certain section of the 
working classes believe that they have might 
on their side, and that the ‘general strike’ is 
a weapon by means of which they can dictate 
terms. It is, however, important to realise, 
and many who call themselves Syndicalists 
in fact do so already, that the ‘general 
strike’ is a revolt not of one class in the com- 
munity against another class, but of one section 
of the people against the general public. 

In the recent Rand strike, to which reference 
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has already been made, The Worker, a journal 
representing the South African Labour Party, 
declared that ‘victory means bringing the 
South African public, and in particular the 
Union Parliament, to its senses and its knees, 
and extorting substantial legislation in the 
workers’ interest. . . . The shoe has got to be 
made to pinch everywhere as tight as it will 
go, until they cry for mercy, and really, once 
it is war, the things usually called murder, 
arson, destruction of property, and so on, 
become the principal occupation of armies; 
and there is no reason in principle, but only 
in tactics, why they should not be included 
in the various forms of acute pressure which 
have to be exercised in industrial war.’ 

The coal strike in England was undoubtedly 
watched by many working men with peculiar 
interest, to see whether the holding up of an 
industry of vital importance to the public 
would really bring this public to its knees in 
the way that had been represented by the 
Syndiecalists. The result of that strike showed, 
to the surprise, not only of working men but 
of many others besides, that the community 
has far greater resisting power than’ was 
supposed. Though the attack on the com- 
munity would of course be much more serious 
if it included all the transport trades, as well 
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as the coal industry, and perhaps many 
distributive occupations, the experience of 
the coal strike shows that the working classes 
themselves suffer most. 

A really ‘general strike’ would, in fact, be 
the most effective way of bringing home the 
fact that while work-people are an essential part 
of productive industry, it is no less true that 
they are themselves dependent, under modern 
conditions, upon the complex organisation of 
society of which they form a part, and that 
they cannot feed and clothe themselves while 
they starve out the rest of the community. 


CHAPTER XVI 
STATE INTERVENTION IN DISPUTES 


THERE are, ordinarily speaking, three ways in 
which a Government can intervene in indus- 
trial disputes. 

In the first place, it may forbid strikes and 
lock-outs altogether, and compel the dis- 
putants to resort to arbitration. In the 
second place, it may refuse to allow strikes 
until the question in dispute has been referred 
to some tribunal for investigation. In the 
third place, it may content itself with offering 
its service to the disputing parties, with the 
object of bringing about a mutual agreement. 
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These three attitudes are represented by 
the Compulsory Arbitration Law of New 
Zealand, the Canadian Industrial Disputes 
Act in Canada, and the Conciliation Act of 
Great Britain, respectively. In some coun- 
tries strikes and lock-outs are forbidden m 
certain trades which are of peculiar impor- 
tance in the public interest, such as transport, 
lighting, etc., while in other cases the Govern- 
ment contents itself with insisting on mves- 
tigation only when disputes arise in these 
‘public utility services.’ Great Britain stands 
almost alone in making no special provision 
against an interruption of these peculiarly 
vita! industries. 

The Compulsory Arbitration Act of New 
Zealand, which was passed in 1894, went 
through Parliament without either its oppo- 
nents or its friends appreciating its real impor- 
tance. It provides that societies consisting of 
two or more employers or of seven or more 
employees may be registered under the title 
of an Industrial Union. Any such union may 
bring a trade dispute before the Board of 
Conciliation of that district, which is com- 
posed of an equal number of representatives 
of employers and employed, under an impartial 
chairman. 

This Board may either investigate the 
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dispute itself, or refer it to the Arbitration 
Court. In the former case the Board may 
make a recommendation which, if accepted 
by both parties, becomes an agreement 
having the force of law. If this 
recommendation is rejected, the dispute 
is carried to the Court of Arbitration. 
The latter Court consists of a President, 
appointed for life, of the standing of a judge 
of the Supreme Court, with two other mem- 
bers, one elected by the employers and one 
by the employed. Against the decision of 
this Court there is no appeal. Under the Act, 
strikes and lock-outs, either after reference 
of the dispute to the Court, or during the 
currency of the award, are punishable offences. 
It was thought at the time the Act was 
passed that the Arbitration Court would not 
eiten be called into requisition, but that 
disputes would commonly be settled by the 
Conciliation Boards. In practice, however, 
it was found that both parties were afraid 
to make concessions on the Conciliation 
Boards, for fear that their offers would be 
taken advantage of if the case came to 
arbitration. And so in reality the great bulk 
of disputes were referred to the Court. As 
the Conciliation stage became more and more 
a useless waste of time, the amending Act of 
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1907 made it possible to omit this stage 
altogether. 

The small number of men required to form 
an industrial union meant that the Act could 
be applied even to the smallest trades of the 
country, and the final result has been that 
economic conditions throughout New Zea- 
land have been determined by an Industrial 
Court which has given practically its whole 
time to the matter. Nominally, it is open to 
the workers to declare a strike provided their 
union is not registered, and that no award 
applies to them. But the fact that so few 
persons are needed to form a union, and that 
an award given for any such union applies to 
all workers in that particular trade, means that 
the Trade Unions as a whole are hardly able to 
stand out of the scheme, even if they wish to. 

At first, very considerable increases of wages 
were obtained under the Act, the systems 
having been inaugurated at a time when 
trade was beginning to develop. And, on the 
whole, according to Mr Aves, the policy of the 
Court has been to level-up wages to the stan- 
dard of the best trades, rather than to con- 
sider the ability of various industries to bear 
high wages. Hence, since this levelling 
process has been completed, the advances given 
in the last half-dozen years, especially in 
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skilled trades, have not been such as to 
satisfy employees. A considerable number of 
unions have, therefore, withdrawn their regis- 
tration with the object of regaining the right 
to strike, and since the amending Act of 
1907 there have been a faizly large number of 
very big trade disputes. This has even 
occurred in registered trades, but the pen- 
alties have not usually been enforcible, as the 
unions have almost invariably dissolved, and 
it has been impossible to prosecute every 
individual member. 

On the whole the Act has probably, for a 
considerable period, saved New Zealand from 
a good many disputes that would otherwise 
have occurred. But apart from criticisms on 
the ground of delay and cumbersomeness in 
working, the Act has not altogether satisfied 
the workers that it gives them all they are 
entitled to, and there is a very strong feeling 
in favour of retaining freedom of action. It 
is, however, possible that the Act has given 
them all that it was possible for them to obtain 
under the existing conditions of competition 
and industrial efficiency in New Zealand. 
Clearly, however, the system might become 
impossible if an unsympathetic or unsuitable 
person were appointed as president of the 
Arbitration Court. 
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The Industrial Disputes Act of Canada is 
an enlargement of the Railway Disputes Act 
of 1903, which gave power to the Govern- 
ment,! ‘where a difference was threatened 
which was likely to occasion a strike or lock- 
out, and thereby endanger the lives of pas- 
sengers or persons employed, or interrupt 
the regular and safe transportation of mails, 
passengers, and freight, or where a strike or 
lock-out actually existed, to refer such differ- 
ence to a Committee of Conciliation, and, 
failing a settlement by this Committee, sub- 
sequently to a Board of Arbitrators. 

‘The powers of the Conciliation Committee 
are limited to the lending of friendly offices 
with a view to adjusting the difference. The 
Board of Arbitrators, on the other hand, have 
power to compel the production of documents, 
the attendance of witnesses, and the taking 
of evidence under oath, and to recommend 
terms of settlement. The recommendation is 
not in the nature of an award, enforceable in 
Courts, but rather an adjudication designed 
to carry with it the sanction of public opinion. 
Although the Board is entitled ‘‘the Board of 
Arbitration” they have no power of decisive 
arbitration.’ 


1 Report of Board of Trade on the Industrial Disputes 
Investigation Act of Canada. 
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The Act of 1907 extended this Act to mines, 
shipping, and other public utilities, as well as 
to railways; while it also enforces a brief sus- 
pension, pending the investigation of the right 
to bring trade to a standstill, as distinct from a 
complete prohibition of the right to strike or 
lock-out. The Act was the immediate conse- 
quence of a prolonged strike of miners, which 
threatened the supply of coal in Western 
Canada. 

The dispute was settled by the Deputy 
Minister of Labour, who reported that both 
parties made concessions in view of the great 
public emergency, which they would not have 
made had they not been moved by humani- 
tarian considerations. It seemed extremely 
doubtful, however, that the relations between 
the parties in the coal industry would remain 
peaceful. And it was on the recommendation 
of the Conciliator in this dispute that the 
Act was passed. 

Sir G, Askwith, in his Report on the sub- 
ject, points out that ‘the method differs essen- 
tially from compulsory arbitration, because 
it does not destroy the right of employers or 
work-people to terminate contracts, or inter- 
fere with the organisation of associations of 
employers or Trade Unions. It merely 
legalises the community’s right to intervene 
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in a trade dispute, by enacting that a strike 
or lock-out shall not take place until the com- 
munity, through a Government Department, 
has investigated the difference, with the 
object of ascertaining if a recommendation 
cannot be made which the parties can accept 
as a settlement. It presupposes that indus- 
trial differences are adjustable, and that the 
best method of securing adjustment is by 
discussion and negotiation. But it does not 
prohibit either strikes or lock-outs if its recom- 
mendation is not acceptable to the parties.’ 

The supposition that the weighty authority 
attaching to a non-partisan investigation and 
report would usually be sufficient to bring 
about a settlement has in practice been 
realised. Between 1907 and 1912 106 
applications were received, of which 84 
referred either to railways or mines, and in 
only 10 of these cases was the award rejected 
and followed by a strike. Even in these 
instances the ultimate settlement, after the 
strike, was in seven out of the ten cases on 
the terms recommended by the Board. 

When the Act was introduced, the United 
Mine Workers of Western Canada were 
frankly hostile, and labour generally was 
exceedingly suspicious; the miners on the 
whole still maintain this attitude of opposition, 
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but the railway unions have become con- 
verted to its support. 

The grounds of opposition are—that the 
Act hinders the workers from taking advan- 
tage of the best moment for a sudden strike; 
that there is unnecessary delay in arriving at 
a conclusion, during which period the em- 
ployers are able to build up their position in 
preparation for a strike; that some of the 
Boards are alleged to have given partisan 
decisions; while perhaps the greatest bitter- 
ness has been caused by the judicial decision 
that to feed a starving man on strike (de. 
to give strike pay), contrary to the Act, is 
an offence under the Act. 

But all these objections, as Sir G. Askwith 
observes, would tend to disappear as the 
Act becomes better understood, or could be 
remedied by slight amendment of the Act, 
without altering its main principles. 

In this country there have been a long 
series of Acts dealing with Arbitration; but 
the Government played a very unimportant 
part in the settlement of trade disputes until 
the Act of 1896 was passed, on the recommenda- 
tion of the Labour Commission. By this Act,the 
formation of Boards of Conciliation for separate 
trades or for separate districts, and their regis- 
tration under the Act, was recommended. 
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The Board of Trade, moreover, was em; 
powered to approach disputants with a view 
to bringing about an amicable settlement. 
On the application of one of the parties, it 
might appoint a Conciliator or a Board of 
Conciliation, which the other party would be 
at liberty to accept or not, as it pleased; 
while on the application of both parties it 
might appoint an Arbitrator, with power to 
issue an award. 

A very large number of Boards have been. 
registered under the Act, and statistics also 
show that the number of applications to the 
Board of Trade has immensely increased. 
Those who think, in fact, that Conciliation is 
a dead letter in this country, will have that 
impression very soon removed by a perusal 
of the Reports of proceedings under this Act. 
Altogether some 597 eases have been dealt 
with, of which more than half have been 
settled without a stoppage of work. 

There remains the practical question 
whether it is desirable to extend the Board’s 
powers of intervention. It is quite clear, both 
from experience of other countries, and from 
the attitude of trade unionists at home, that 
Compulsory Arbitration is not an immediately 
practicable policy for this country. The 
question is whether it would be advisable to 
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apply the principle of the Canadian Act to 
Great Britain, and to prevent, in some 
trades, at all events, the occurrence of strikes 
or lock-outs until the dispute has been 
reported upon by the Board of Trade. 

On this point Sir G. Askwith remarks that 
Great Britain differs from Canada—(1) In the 
immense distances there, and (2) in the much 
larger number of disputes in this country. 
The compact nature of the industries here 
would greatly simplify the administration of 
the Act; but, on the other hand, the small 
number of disputes in the Dominion makes it 
much easier to deal with them. In the 
mining and transport industries, for example, 
there have been 23 disputes per annum in the 
last five years in Canada, compared with 211 
in Great Britain. 

It is, however, important to bear in mind 
that the Act involves two distinct propo- 
sitions—(1) compulsory investigation, (2) 
suspension of the right to strike or lock-out 
for a time. It would be quite possible to 
introduce the first of these without the 
second. ‘The pith of the Act,’ says Sir G. 
Askwith, ‘lies in permitting the parties and 
the public to obtain full knowledge of the real 
cause of the dispute, and in causing sugges- 
tions to be made, as impartially as possible, on 
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the basis of such knowledge, for dealing with 
the existing difficulty, whether a strike or lock- 
out has commenced or not.’ 

It is possible that where employers and 
employed have not recognised on their own 
account the value of impartial investigation 
and conciliation, the prohibition of the right 
to strike might prove either impossible of 
enforcement or so distasteful as to prejudice 
the parties against the award of the Govern- 
ment Department; in any case, such a 
provision could only be passed with the ap- 
proval of the general body of trade unionists 
of the country. 

But the right of compulsory investigation 
is one, the advantage of which practically 
no one would deny; and the sooner it finds 
a place on the statute book the better it will 
be for the chance of equitable settlement of 
industrial disputes. 


CHAPTER XVII 
INDUSTRIAL POLICY 


The preceding discussion of the wages system 
and of the relations between wage-payers and 
wage-receivers suggests several considerations 
which may help towards the building up of 
a wise industrial policy. 
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These may be conveniently classified accord- 
ing as they bear on (1) public policy, (2) the 
policy of employers, (3) the policy of work- 


people. 

As regards public policy, we may make a 
further distinction by considering separately 
(1) measures whose purpose is to put in 
motion the forces that will in the long run tend 
to increase the efficiency of production and 
modify the disparity between the incomes of 
rich and poor, and (2) particular measures 
designed to meet present difficulties. 

Turning first to the former class of con- 
siderations, we have seen that one of the lead- 
ing reasons for the present ‘lag’ in real wages 
is the dearth of capital. So far as this is due 
to the productive investment of capital m 
foreign countries, it is probable that this 
country gains more from the development of 
trade and the cheapening of prices of food 
and raw material than it loses by the raising 
of the rate of interest and the diminished 
investment of capital at home. This view is 
admittedly open to argument, but the opposite 
conclusion is certainly not sufficiently proved 
to justify the revolutionising of commerce and 
foreign trade which would accompany any 
attempt to prohibit foreign investment. 

It is, however, a serious consideration 
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that interest on capital invested in foreign 
businesses is often able by various devices to 
evade the payment of income-tax—a possi- 
bility which actually puts a premium on 
foreign as against home investments in the 
case of those who have no scruples in 
deceiving the revenue authorities. There is, 
however, reason to believe that the Inland 
Revenue officials are discovering ways and 
means of getting at the great bulk of interest 
from abroad. 

The chief trouble is not, however, that too 
much is sent abroad, but that too little new 
capital is saved. This is largely due to the 
growthof luxurious habits and the highstandard 
of living which is gradually spreading from the 
upper classes downwards. The chief hope of 
curing this difficulty lies with public opinion, 
which should condemn useless and unneces- 
sary expenditure on the ground that it is an 
unjustifiable draft on the nation’s resources. 

The luxurious idler consumes the fruits of 
the nation’s labour and capital without put- 
ting back anything into the common stock. 
And even when he does the community, 
the ‘service’ of allowing wealth that has been 
accumulated by his forebears to remain at 
the disposal of industry, the ethical sense of 
the public recognises that he is not being 
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unfairly treated in being made to pay income- 
tax at a higher rate than is charged on 
‘earned’ income. 

This question of luxury will be seen in its 
proper perspective when people begin to 
consider what they are contributing towards 
the general well-being, in return for the 
products which the complicated economic 
organisation of society provides for taeir 
consumption. We are all apt to take these 
things as a matter of course, but we may do 
well sometimes to ponder over the following 
statement which embodies in a single phrase 
the whole ethics of distribution :—‘Every 
man is entitled to as much private property as 
he can fairly earn and is able to consume with- 
out detriment to himself or to his fellows.’ 

[he application of this definition is full of 
doubtful questions of interpretation, and itis 
undesirable to draw hard and fast lines. But 
the important point is that people should 
recognise (1) that saving is essential for the © 
future productive efficiency of the community, 
and (2) that those who enjoy what Mr Asquith 
in a recent speech aptly termed ‘the unearned 
increment of social advantage,’ ought seriously 
to consider whether they are justified in 


maintaining so high a standard of personal 
consumption. 
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State action in this respect is limited (in 
the absence of sumptuary laws) to the influ- 
ence of taxation. In Great Britain the 
only encouragement to saving is that income 
devoted to insurance premiums is free of tax; 
it is difficult to see how any device could be 
employed for further remitting income tax on 
savings without opening the door to fraud. 
But, if it were possible, it would be exceedingly 
desirable, that savings should be entirely 
freed from taxation, and that taxes should 
be levied in proportion to expenditure. 
Various taxes on luxuries have from time to 
time been proposed; but all luxuries must be 
taxed if we are to check excessive expenditure. 
An important consideration, however, arises 
as to the use of death duties; for the Govern- 
ment should never forget that, though pro- 
gressive taxation on estates may be one of the 
easiest ways of making our revenue system 
equitable as between rich and poor, it is taking 
away capital and spending it as income. 
This policy may be justified on the ground 
that the social purposes for which it is used 
help to build up the efficiency of the nation. 
But in an ideal system of taxation, death 
duties, though heavy, might quite reasonably 
be retained by the State as capital from which 
it would draw an income. The continued 
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expenditure of capital as income may quite 
easily become a considerable check to the 
expansion of the nation’s capital. 

Another general reform urgently needed 
is the enforcement of much greater publicity 
in business and the stricter regulation of the 
finance of public companies. The conceal- 
ment of the true profit that is being made is 
undesirable for three reasons :-— 

(1) It tends to prevent new capital being 
invested in the trade, except by those already 
engaged in it. 

(2) Although existing businesses may grow, 
the check to the formation of new concerns 
prevents an increasing demand for labour 
from raising wages as much as it would do if 
free competition existed. 

(8) It creates discontent among work- 
people who suspect, sometimes mistakenly, 
that immense profits are being extracted 
from the produce of their labour. 

An incident recorded by Mr Graham Brooks 
is a pertinent illustration of this difficulty: 
“In the height of the Knights of Labour 
ascendancy,’ he writes, ‘I stepped off the 
train in a New England textile town to inquire 
about a strike then raging. It was on the 
slippery edges of defeat. It was from a trade 
unionist that I heard at once, ‘““We have put 
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our foot in it. We thought the employers 
were making a, 80 per cent. profit and we acted 
on that, and now we have got perfectly good 
evidence that they are not making 7 per cent., 
and we've got to get out of it as best as we 
can.” There have been quite uncounted 
thousands of such strikes,’ 

But the difficulty is that profits afford 
little guidance unless the value of the capital 
invested is also known. Our plea for pub- 
licity, therefore, involves a true valuation of 
capital—not merely a knowledge of the 
value at which it stands on the employer's 
books; the latter figures may be very different 
from its real value. Nor is it enough—as 
cannot be too often repeated—to take the 
market valuation, for that is merely so many 
years’ purchase of the existing or anticipated 
income, and affords no guidance to the real 
rate of profit that is being made. 

In the effort tocontrol monopoliesin America, 
there is a tendency for public commissions 
charged with the regulation of prices to ask 
for what is called ‘a physical valuation,’ Such 
valuations have been made in the case of 
railways in certain States and rates are fixed 
on the assumption that the income obtained 
from the public should yield a fair profit on 
this valuation. Here we have the principle of 
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which we are in search, and though it may be 
a long time before Somerset House contains 
a physical valuation of all industrial plant, 
it is at all events a possible policy that, in the 
investigation of industrial disputes, busi- 
nesses should be required to give in evidence 
the physical value of their property in 
addition to statements as to profits, ete. 
Boards of Conciliation or official investi- 
gators would no doubt not be competent to 
check such statements, but if they were given 
the reserve power to cause an official valua- 
tion to be made, the fear of penalty for 
incorrect returns might at least ensure that 
something like the true value of the material 
capital invested in the business was known. 
In this connection it is one of the most 
elementary needs that umpires, arbitrators, 
and .Boards of Investigation should have 
power to call for the production of all books. 
To turn to quite a different aspect of the 
subject, one of the most essential conditions 
that it is required to establish before we can 
secure fair conditions, is the freedom of 
movement between different grades of society. 
In the main, this is a question of school and 
technical training, for it must always remain 
the exception for persons to change their 
occupation after they become adults, How 
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this mobility is to be secured is a question of 
educational policy, which it would be outside 
the province of this book to discuss. It is 
only necessary to point out here that the 
presence or absence of educational opportun- 
ities or facilities for learning a trade, are 
important factors in determining the economic 
distribution of the population, and therefore 
in fixing relative wages. 

In certain countries—notably in America— 
there has always been much greater facility 
for upward movement within a trade than | 
there is in this country. The fact that we 
are not a rapidly-growing country is partly 
responsible for the difference; but tradition, 
social distinctions, and the early age at which 
many boys settle down to their trade, are also 
largely responsible. The result is that, there 
is not in Great Britain an unrestricted choice 
of the best men for the most important posts, 

These difficulties are not to be overcome by 
any single Act of Parliament, but by an 
infinite variety of small changes, backed by 
the determination of the public generally to 
break down social exclusiveness, 

There are, however, more specific ways in 
which the State may intervene between Capital 
and Labour. The most important of these 
are the enforcement of minimum conditions :_ 
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(1) In cases where disorganisation and 
ignorance on the part of work-people means 
that they are unable to secure for themselves 
the wage which they would get if competition 
were equal ; and (2) in cases where employers 
are content to pay a low wage for poor work, 
whereas, by paying higher wages, they could 
get better work. 

The latter of these cases is met in a few 
industries by the Trades Boards Act, while 
in the former case it is proposed by the 
Industrial Council that the Board of Trade 
shall be given power to make a wage, agreed 
upon by a section of an industry, the legal 
wage for the whole trade, provided they are 
satisfied that it really represents the custom 
of the district. 

The latter scheme has a weakness in the 
fact that those who join the Trade Union, 
and have the burden and expense of bargain- 
ing, and in some cases of quarrelling with the 
employers, may legitimately complain that 
they have to carry on their backs the whole of 
the unorganised section of the trade. But 
experience shows that legal assistance of this 
kind is likely to strengthen the Trade Unions; 
and on the whole, trade unionists are likely 
to consider that the prevention of undercut- 
ting and the improved status which their 
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organisation is likely to secure, will well repay 
them for their trouble. 

As regards Trade Boards, the question of 
immediate importance is how far they should 
be extended. In the first place, it should be 
remembered that there are special circum- 
stances affecting women’s employment which 
make strong and permanent organisation 
almost impossible—a fact which is illustrated 
by the paucity of Collective Agreements 
governing the working conditions of women 
and the almost complete absence of Joint 
Boards solely for the determination of women’s 
wages. Hence there is a strong case for the 
institution of Trades Boards in all manual 
occupations, with the exception of indoor 
domestic service, where women are em- 
ployed. 

A large number of women’s employments, 
such as laundry-work and the like, are trades 
into which foreign competition does not enter 
at all. In more purely industria] Occupations, 
the wages of women workers commonly form 
a comparatively small part of the cost of 
production; while in comparatively few cases 
is it necessary or desirable that women’s wages 
should fluctuate much according to the state 
of trade. For these reasons 
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less importance in the case of women than it 
would be in most men’s occupations. 

The case of the agricultural labourer is 
one of peculiar difficulty, because of the im- 
mense local variations and the scattered nature 
of the employment. It seems, however, to have 
been clearly shown that the labourer suffers 
considerably from the absence of a standard 
rate. Whether the level in low-wage counties 
can be raised is another matter. An agricul- 
tural minimum will probably encourage farmers 
to economise labour, either by altering the 
methods of production and turning arable to 
pasture, or by introducing machinery. 

There is ample evidence of the inefficiency 
of labour in low-wage counties, and a strong 
presumption that higher wages would produce 
better work, Buta sudden change might easily 
accentuate the present rural depopulation. 
Tf, however, the Boards went cautiously to 
work, they might be able gradually to bring 
labour to a higher state of efficiency. They 
would in any case be of considerable service 
even if they only succeeded in generalising the 
wages paid by good employers in the district. 

Other ways in which the Government can 
help to secure minimum conditions are by the 
payment of a high level of wages to their own 
employees, and by insisting on the payment of 
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fair wages in all Government contracts—both 
to men and women. As regards their own em- 
ployees itis an equally important duty that they 
should secure a high standard of work. In this 
matter the Government is a trustee for the 
nation, for, if noadequate return ismade for their 
salary by civil servants, they will become a bur- 
den on the taxable income of the country. 

The Government has not got a free hand in 
the matter of wages, and cannot afford to pay 
more than the value it is getting in return, 
any more than a private employer can. But 
it can and must have faith in the efficiency- 
producing power of model conditions of 
employment, and by its example encourage a 
high standard both of efficiency and of wages, 

As regards the ‘fair wages clause,’ the 
Government has been frequently to blame in 
the past for its laxity in not insisting that 
really fair conditions are given by those who 
are favoured with official contracts. The 
‘fair wages clause’ is part of the accepted 
policy of the State, but in its enforcement 
there has hitherto been ground for criticism, 


Passing from the enforcement of minimum 
or standard conditions, 
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been and is being done by way of mediation 
and conciliation by the Board of Trade under 
the existing Conciliation Act. But there is 
a strong case for adding to its effectiveness 
by giving it compulsory powers of investi- 
gation, with the right to demand all infor- 
mation that might throw any light on the 
subject in dispute. It is, indeed, sufficiently 
obvious in the case of any of the recent dis- 
putes to which the reader will turn his mind, 
that an official statement of the whole matter 
would immensely have increased the possi- 
bility of a settlement. 

Such investigation ought not, however, 
to wait until a rupture has occurred. In the 
case of the coal strike of 1912 it was known 
months before that difficulties were going to 
arise, and those months should have been 
utilised in an impartial investigation. The 
responsible representatives of a large body of 
either employers or employed should, there- 
fore, be entitled at any time to ask for an 
inquiry into the labour conditions of a trade, 
while such inquiry should be made as a mat- 
ter of course in all important cases where a 
rupture has actually occurred. 

The great difficulty of this policy is the very 
large number of disputes which occur annually; 
but the work might be lightened if it were 
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made obligatory, in all minor cases of a 
breach of industrial peace, that a joint 
report agreed upon by the parties should be 
sent to the Board setting out the facts of the 
case. This report could be published, or 
made the basis of further investigation, if the 


dispute subsequently developed into a more’ 


serious rupture. 

A more debatable point is whether in any 
cases there should be a restriction of the right 
to strike or lock-out. If all parties were 
satisfied that Government intervention would 
always produce a ‘fair’ decision, the case for 
prohibition would be overwhelming. But, 
unfortunately, we are still far from that ideal, 
and it is clear that no general prohibition is 
practicable in this country. The cases that 
have to be considered are rather, whether 
there should be a suspension of the right to 
strike or lock-out :—(1) in all trades pending an 
official inquiry, (2) in public utility services 
pending an official inquiry, (3) in cases where 
the Board of Trade makes a Collective Agree- 
ment uniform throughout a trade in a dis- 
trict, and (4) in cases where a Trade Board 
fixes a legal minimum wage. 

Case 1 is likely to be resisted by work- 
people generally, on the ground that they 
cannot afford to surrender the right to take 
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immediate advantage of a favourable chance for 
exacting an improvement in conditions, and it 
would probably be useless to carry such a 
measure in face of the opposition of work-people, 
But the force of this objection is less in the 
case of public utility services, such as railways, 
lighting, ete., for the foreknowledge that a 
strike may occur will not to any appreciable 
extent mitigate the serious effects of a rupture 
when it occurs. In this connection it is signifi- 
cant that the railwaymen in Canada are 
satisfied that they do not suffer by forgoing 
the right to use the sudden strike, and are in 
favour of the Industrial Disputes Investi- 
gation Act. In the case of mines, the effect 
of sudden action may perhaps be greater, as 
coal is a storable commodity, and a long 
warning may enable the public to be prepared. 
But even in this case, Mr Mackenzie King 
makes a powerful plea for the rights of the 
community :—- When it is remembered that 
organised society alone makes possible the 
operation of mines to the mutual benefit of 
those engaged in the work of production, a 
recognition of the obligations due to society 
by the parties is something which the State 
is justified in compelling if the parties them- 
selves are unwilling to concede it. In any 
civilised community private rights should 
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cease when they become public wrongs. 
Clearly there is nothing in the rights of 
parties to a dispute to justify the inhabitants 
of a province being brought face to face with a 
fuel famine amid winter conditions, so long 
as there is coal in the ground and men and 
capital at hand to mine it. Hither the dis- 
putants must be prepared to leave the diff er- 
ences which they are unable to amicably settle 
to the arbitrament of such authority as the 
State may determine most expedient, or make 
way for others who are prepared to do so.’ 

On the whole it is not unreasonable that, 
in certain defined trades, and with precise 
restrictions-as to the length of time to be 
spent on the inquiry, masters and work- 
people should be required to forgo the right 
to quarrel at the expense of the community 
until the latter party has ascertained the facts. 
But it will be in a stronger position to insist 
on this right the more nearly it is able to 
secure throughout industry the conditions 
outlined in Chapter XI. 

The case is even stronger where the Board 
of Trade takes the responsibility of enlarging 
the area of a Collective Agreement; for in 
such cases it gives its endorsement to the 
conditions of a particular bargain. Employers 
who are compelled to yield these conditions 
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may naturally require that there should be 
some guarantee of permanence. There is, in 
fact, no reason why it should not be made a 
normal condition of such action by the Board 
of Trade that the bargain should not be re- 
pealed except after say six months’ notice. If 
union the preferred the existing state of affairs 
to entering into such a contract it could 
reject the good offices of the Board of Trade. 

As regards the condition fixed by the 
Trade Boards Act, there is nothing to pre- 
vent the work-people at any time demanding 
better terms, for the Boards do not undertake 
to fix fair wages in general, but only the 
minimum below which wages may not go. 

Finally, it is exceedingly desirable that there 
should be adequate information as to the 
course of prices, both wholesale and _ retail. 
The Board of Trade is already realising its 
duty in this respect, and its Index Numbers 
are likely to become the basis of many auto- 
matic wage adjustments, as the cost of living 
varies from time to time. 

Occupations, such as the postal service, 
the police, scavenging, and many others are 
necessary conditions of modern life, irrespective 
of the rate of wages and the possibility of a 
profit. In all such cases ‘real’ wages will, it 
is hoped, rise continuously as the material 


INDUSTRIAL POLICY 249 


wealth of the country grows. But equity 
demands that such wages should vary with the 
cost of living, so long as the country is not grow- 
ing poorer and there is no reason to fear that 
labour in general is becoming less productive. 

Even in private industry, where the test of 
profits makes it impossible to enforce the rule 
entirely, such statistics are of great value, 
for they show when a fall in real wages has 
taken place, and the burden of proof lies on 
the industry to show that it cannot afford 
to pay the same real wages as before. 

To sum up, the equalising of opportunities; 
the encouragement of saving and the checking 
of luxurious expenditure, both public and 
private; and the enforcing of publicity, so 
that all the cards may be laid upon the table, 
are the chief ways in which the ground needs 
to be prepared for ensuring fair industrial 
conditions; while the chief measures for 
dealing with specific cases are steps for 
securing a minimum wage, where there is a 
general presumption of inequality in bar- 
gaining power between the parties which 
cannot be removed in other ways; the 
generalising of collective agreements jn 
trades where there is no prospect of organisa- 
tions strong enough to enforce them; and 
finally, as regards industrial disputes, the 
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Government should take power to itself to 
ascertain the facts and give them full publicity, 
It may also be desirable, in certain specific 
instances, to suspend the right to strike or 
lock-out pending investigation. 

As regards employers, the first thing that 
needs to be said is that there is no special 
sanctity about the system of private enter- 
prise. The system remains and will remain 
so long as the community is sufficiently 
satisfied to leave it alone. But it can only 
persist in the long run if it serves the general 
good more satisfactorily than any practicable 
alternative. The employing class as a whole 
stand at the strategic centre of our whole 
economic system; for on the one hand they 
are responsible for bringing capital and 
labour into co-operation, and on the other 
they have to adapt these productive forces to 
the needs of the community. 

The control of industry is a trusteeship 
which would carry with it an unendurable 
measure of responsibility were it not for the 
fact that the employer is, to a very large 
extent, himself the unconscious agent of 
competitive forces which are ever tending to 
adjust resources to the nation’s needs: the 
fear of bankruptcy is the check which pre- 
vents him from making the grossest blunders. 
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But even so, the employer has in his hands 
an immense power for good or ill. As the 
director of industry, he is responsible for the 
initiation of those improvements in produc- 
tive processes which are the basis of national 
economic advancement. ‘The employer who 
keeps his place by able and economic man- 
agement is performing a service to the com- 
munity which it would be difficult to over- 
estimate. But, if he tries to outbid his 
rivals by secret and unfair methods of com- 
petition, combines to exploit either the public 
or his employees for his personal gain, or 
makes up for his lack of business capacity 
by underpaying his workers, he is deing a 
disservice of so serious a kind that the 
community is bound to intervene. 

It has been suggested that economic 
development has reached a stage at which 
there is no room for the good offices of the 
employer, and that the State has gone so far 
in looking after the interests of the public, 
and of the working classes as a whole, that 
there is little left for him to do in these 
respects. In this connection, Professor Ashley 
quotes a remarkable dictum of M. Gide, the 
noted French economist, which, though refer- 
ring primarily to profit-sharing devices, applies 
also to the genera! position of employers. 


252 CAPITAL AND LABOUR 


‘In countries whose economic education is 
far advanced, benevolent institutions eman- 
ating from employers (institutions patronales) 
find themselves, as it were, driven back at 
both ends at the same time; from below, by 
the development of workmen’s associations, 
providing for their own wants from their own 
resources; from above, by the intervention 
of the State, taking the place of the employers 
in the name of the public interest.’ 

‘This,’ says Professor Ashley, ‘is very true. 
It indicates a tendency which is likely to 
continue; and this probability should not be 
forgotten by employers who can look ahead. 
They need not adopt a policy of doing nothing. 
They will find, many of them, that they can do 
a great deal towards improving the salubrity 
and convenience of their workshops. By a 
better organisation of labour within the works, 
and by providing a reasonable opportunity of 
appeal from the petty tyranny of underlings, 
they may remove many causes of irritation. 

“They will often have large opportunities of 
helpmg forward the education of the rising 
generation by making attendance at con- 
tinuation schools a condition of employment; 
and they may well consider whether this 
school-work will not have a better chance if 
it is allowed to encroach on the working day. 
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If they employ much boy labour, they may 
turn their attention to the serious evils of 
“blind-alley” employment; and, if they dis- 
cover that they make use of a surplus of 
juvenile labour which can neither continue in 
their employ at adult wages nor be readily 
absorbed into the adult labour market of the 
neighbourhood, they can seriously consider 
whether they cannot economise in this type 
of service. 

“If they employ casual labour, they can at 
least try to cut down its amount. Such 
casual men as they cannot dispense with 
they can make a point of engaging through 
the Labour Exchange. Where the trade itself 
is largely a casual one, employers can do a 
great deal to decasualise it by combining to 
organise the demand on the lines of the Tally 
System at the Liverpool Docks. They will 
almost certainly find a good deal they can do, 
not so much as employers, but as public- 
spirited citizens, in improving the amenity of 
the neighbourhood in which their works are 
situated. 

‘In much of this they will find their account 
in the better sort of work-people they will 
attract; they will at any rate enjoy the 
reward of a good conscience. But if they have 
to deal with adult men, of the average degree 
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of independence, and the usual tendency 
towards unionism, they will almost certainly 
be ill-advised if they do anything that can 
fairly be interpreted as interfering with the 
independence of their work-people, or as 
secking to detach them from the common 
interests of their class.’ 

Finally, as regards remuneration, it has 
already been suggested in a previous chapter 
that a sensible minimum wage may well 
become a first principle with employers who 
wish not only to run their business on lines 
of efficiency for their own sake, but also 
honourably to fulfil, as many of them do, 
their position of public trust. Further, if 
they desire to associate their employees with 
their own prosperity, let them carry out the 
principles of profit-sharing by readily granting 
advances in wages for the trade as a whole. 

In these various ways employers may un- 
doubtedly contribute far more than any other 
class in the community to promote economic 
welfare. Their motives will, no doubt, often 
be misunderstood and their sincerity suspected. 
But if they will study the industrial history 
of the past century, and look at the attitude 
of the employing classes as a whole towards 
industrial questions, they will recognise that 
part of the responsibility for this often 
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unreasonable hostility must be laid at their 
own door, on account of their unwillingness to 
entertain the claims of work-people until 
they have been compelled to do so. 

The relation of employers and employed 
will begin to improve when employers cease 
to regard themselves as benefactors to those 
whom they employ, and come to recognise 
that they are doing no greater favour to their 
staff than the latter are doing for them in 
working for them. Both are essential factors 
in production, and the fact that the employer 
receives greater remuneration for his more 
responsible functions does not disprove the 
essential fact that the relation is essentially 
a co-operative one. 

In this connection we may recall the state- 
ment by Mr Ramsay Macdonald that ‘the 
wage-payer and the wage-earner have 
interests which are antagonistic, and in the 
nature of things cannot be reconciled.’ Ex- 
cept for exceedingly short periods of time this 
dictum is fundamentally untrue. It is argu- 
able that in the long run the interests of the 
wage-earner and those of the receiver of 
interest on capital are antagonistic.! 


1 Experience shows on the whole that even this is not 
always in fact true in any particular country; but that, 
when economic progress is rapidly taking place, and the 
productivity of industry is increasing, both the rate of 
interest and wages tend to rise together. 
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It would, for example, be a good thing for 
wage-earners if saving should increase suf- 
ficiently to reduce the rate of interest to 
nothing. But the employer is not necessarily 
also a receiver of interest, and whatever 
happens to the return to capital, the growing 
complexity of industrial development means 
that the men who direct the organisation of 
production will always be among the most 
highly-paid persons in the State. At a 
particular moment, his profits may be reduced 
by arise of wages, but he, like his workmen, 
stands to gain or lose according to the pros- 
perity of the trade. There is ultimately no 
more antagonism of interest between him and 
them, than there is between the different 
grades of labour. 

Finally, as to the policy of work-people, it 
is very difficult to generalise. They will 
discover by experience in the main what they 
can and what they cannot do; and they are 
‘probably well advised to look with a certain 
amount of suspicion on the proffered instruc- 
tion of any other teacher. It is, however, 
for this very reason, particularly important that 
they should not forget or overlook the lessons 
of history, and that they should base their 
judgments on a wider experience than the 
facts that come under their direct observation. 
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For this, education is the essential con- 
dition. There is always great danger that an 
uninstructed democracy may be led away by 
any plausible theorist who comes along, 
however much his views may fly right in the 
face of experience. One of the essential 
preliminaries, therefore, to the establishment 
of an equitable and stable economic order is 
that the working man should be educated, with 
the twofold object of acquainting him with 
the facts of his own industrial history, and of 
training him to take a wide view of the polit- 
ical and economic questions which concern 
himself. 

The employer is from necessity continually 
compelled to look at the field of industry as 
a whole, but the working man, unless he has 
exceptional natural gifts, or is trained to take 
wide views, is too often like a man who is 
unable to see the wood for the trees. From 
this point of view, the rapid growth of the 
Workers’ Educational Association, as well as 
evidence from other quarters, such as the edu- 
cational campaign of the Independent Labour 
Party, proves that the working classes are awak- 
ening to the need of a better equipment for deal- 
ing with the complexities of modern industrial 
problems. By such means alone will there 

arise a sufficient body of instructed opinion 
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to guide industrial policy wisely, without 
emotionalism, but with statesmanlike breadth 
of outlock. The meeting of this need should be 
the Alpha and Omega of working-class policy. 

There is, however, an immediate task 
awaiting trade unionists, and that is to 
repair and fill up gaps in the bargaining and 
conciliation machinery which has suffered 
rather severely from the events of recent years. 
Two special difficulties have been associated 
with the period. 

(1) Want of sympathy between the leaders 
and the rank and file seemed for a short time 

to have imperilled the whole system of 
Collective Bargaining, owing to the tendency 
of the rank and file to break contracts entered 
into on their behalf by their representatives. 
But this seems to have been a passing phase, 
and the signs of the times in the labour world 
all point to a revulsion of feeling in favour of 
discipline and organised action. 

(2) The other difficulty has been that local 
agreements have been repudiated when they 
clashed with national movements, while the 
whole system has been rudely shaken by the 
temporary popularity of the sympathetic 
strike. But here again common sense has 
reasserted itself, and the working classes, who 
at first seemed to be using the sympathetic 
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strike rather like a novice let loose in a crowd 
with a dangerous fire-arm which he does not 
know how to manage, are discovering by dis- 
cussion and experience how to control this new 
weapon in their armoury. In the revision of 
Collective Agreements, the broadening of 
their scope on the one hand to include the 
whole of a trade, and the provision for fairly 
frequent revision on the other, will largely 
meet the chief difficulties. . 

The wage-earner, like every one else, has 
to learn that the welfare of the masses cannot, 
in the long run, be advanced by emphasising 
the separate interests of any single section of 
the community. There is no fundamental 
line of cleavage in society between the ‘haves’ 
and the ‘have nots’; but there are an infinite 
variety of grades between those who have a 
little and those who have a great deal more 
than is socially desirable. 

‘The claim that interests unite the wage- 
earners alone and apart from all others, leads 
to the most treacherous morass through which 
they stagger to their goal. Labour has depths 
of interests that are in common, but far 
greater depths of interests that are human and 
all-inclusive. Socialism has half learned this 
lesson. Syndicalism has it still to learn.’* 


17, Graham Brooks. American Syndicalism. 
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But it is not to be expected that the truth 
of this statement will be accepted unless and 
until the public is also prepared to learn that 
it too has duties to perform. The doctrine of 
revolt has performed and is performing what 
Mr Brooks aptly terms the service of ‘the 
Awakener.’ 

‘It is directly to a threatening and rebuking 
Socialism that Europe owes much of its most 

effective legislation. It literally scared 
society into some of its most elementary 
duties. Until we can act without threats, 
threats are our salvation. This service they 
render, and it is not a mean one. They are 
telling plain truths to many sections of our 
community. ‘They are challenging some of 
our old Trade Unions, telling them of their lust 
for monopoly power, of their tendency to 
exclusiveness and snobbery toward the 
unskilled and less fortunate among the 
labourers. . . . . I asked one of the oldest 
and best of our social settlement workers what, 
in order of demerit, was our chief sin. She 
said, “The sleep of indifference among the 
comfortable headed the list.’’’ 

Until the public has taken this lesson to 
heart we cannot afford, either on economic or 
on moral grounds, to dispense with the spirit 
of revolt. 


| 
/ 
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